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MORNING COMMENT

CORPORATE PYX Resources

Full Year Results for the year ending 31 December 2022

Share Price {last close) L7p PYX is a producer of premium-quality zircon (ZrSiOs) from mineral sands in Indonesia.

Today PYX provides its results for the year ending 31 December 2022. Production and sales
metrics were all improved: zircon production up 25% over CY 2021 to 9.1kt (all of which
was sold) with first production of rutile (in January) and ilmenite (in June) producing 7.5kt
in year (only a small portion sold as PYX awaits export permits). Financially, PYX has turned
a corner and is now EBITDA positive (underlying EBITDA of $0.4m vs a $0.8m loss in 2021).
With the recently announced award of an exploration and mining licence at Tisma
(23.2.2023) PYX can put together a plan to begin production from two sites and add
incremental expansion units to both. Our model shows first production from Tisma in 2024,
with continued, incremental expansions at both to reach production of 200kt/yr zircon by
o the end of the decade. These expansions should make PYX a global leader in the production
Sector Mining  of zircon. We today revise our fair value for PYX and now see fair value at 98p/sh based on
Market Cap £81m a3 simple average between a combined NPVio for Tisma and Mandiri and 4x EBITDA for
2028e based on peer analysis.

Ticker PYX
Index LSE

Today’s operational update puts the achievements of PYX in 2022 firmly into the spotlight
(Table 1). There has been an increase in zircon production and sale volumes (both 9.1kt) with
a YoY increase in zircon produced of 25% (compared with the previous year). During the year
PYX started production of rutile (January) and ilmenite (June) with joint production volumes
of 7.5kt and sales volumes of 0.3kt. Sales of rutile and ilmenite will take place once an export
licence is gained. The background to the year was a robust zircon price environment with the
average price realised up 36% compared to the previous year at $2,457/t.

Table 1: Key statistics FY 2022 (ending December 2022)

Zircon produced 9.1kt 7.2kt +25%
Titanium dioxide minerals produced 7.5kt -

Yearly average price zircon (USD/t) 2,457 1,811 +36%
Total produced 16.6kt 7.2kt +129%
Total sold 9.5kt 6.9kt +38%
Sales revenue (Sm) 22.7 12.4 83%
Cash cost of production (Sm) (17.3) (10.4) -66%
EBITDA ($m) (9.3) (4.3) -114%
Underlying EBITDA ($m) 0.4 (0.8) 153%
EBIT (Sm) (9.5) (4.5) -110%
Net loss before tax (Sm) (9.5) (4.5) -110%
Net loss after tax (NLAT) (Sm) (9.4) (4.3) -118%
Cash (Sm) 7.2 6.6 9%

Source: WH Ireland Research, PYX Resources
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PYX was awarded an exploration and mining licence for its second deposit at Tisma in early
2023. With production expansions expected at Mandiri and with a new production centre at
Tisma expected to be in production in 2024 we see PYX increasing production and revenues
and lowering its costs to achieve increasing profit margins and more cash — which we expect
to be recycled into the business and pay organically for its own plant expansions.

Corporately, PYX is setting up a distribution warehouse at Port Klang in Malaysia to make
exports quicker and cheaper for its expanding customer base. PYX has also entered into
funding arrangements with L1 Capital Global Opportunities Master fund (RNS 11.3.2022) and
GGY Global Yield fund (RNS 3.10.2022) to provide the capital for PYX’s production expansion
ambitions.

We reiterate the strong investment case for PYX

e Strong, scalable production base. PYX has a plan to take its 9kt/yr zircon production to
48kt/yr within 5 years and then to 100kt. There is also production expected from Tisma.
PYX has access to large resources (263.5Mt of inferred resources (JORC) with an average
assemblage value (mid-2022) of $1,680/t).

o High grade: There are few other high-grade zircon projects in the world.

o Surface deposits: Little or no stripping is required and the mineral sands are
unconsolidated. Operating costs are low and will fall as production scales up.

e Short time to production — fast track: No long construction time — simple plant build,
fed with material from the mineral resource quickly. Leaves no lasting trace.

o Mineral assemblage sets PYX aside from its peers: PYX’s resource base sets it apart
from its competitors. These are high-grade zircon deposits compared with their peers
Premium zircon - with its low radioactivity (U+Th <500ppm), low alumina and high
whiteness attracts a premium.

e Absence of a zircon project pipeline a positive for PYX: The current market value for
PYX does not fully reflect the lack of global projects for zircon. With growing demand,
an uncertain supply and a poor project pipeline, we expect a robust zircon price for
several years to come. It is during these years that PYX will be established as a significant
global zircon producer, in our view

e Use of zircon growing: The use of zircon is growing and new-industry applications are
being found for which zircon is proving necessary in the carbon transition. For example,
zircon alloys are used in many sectors (nuclear reactors and the automotive industry).
Zircon is also used in hydrogen cells and in ceramic roof tiles to cool buildings.

e Strong returns: Our simple DCF model returns strong NPVs using a long-term zircon
price less than today (we use $2,000/t). Returns are driven by the grade (high) and
capex/opex (low) against our conservative pricing as the mineral sands sector enters a
boom. We risk the operations lightly as there is little operational risk with much of PYX
derisked by ongoing operations with 0.8x NPV included in our model for capital risk.

Table 2: Updated valuation table for PYX resources

Asset Sm £m* Risk** GBp/sh***
Mandiri / Tisma  NPVio 870.3 725.3 0.8x 122
PYX Resources 4x PE 2028E 515.1 429.2 0.8x 72
Arithmetic 97

Net cash WHI end 2022 7.2 6.0 1.0x 1

PYX Resources 98

Source: WH Ireland Research, PYX Resources
* GB:USD exchange rate 1.2:1. ** subjective risk. ~ ***per share calculations based on 447m shares in issue

We have revised our fair value for PYX to 98p/share. We value PYX on a mixed basis using a
simple average between NPVi and a peer multiple EV/EBITDA of 4x; which values PYX at a
small discount to the large producer (lluka (ASX:ILU, N/R) with an EV/EBITDA of 4-5x, but at
a premium to the lower insitu value, bulk producers of ilmenite (e.g Kenmare (LSE:KMR, N/R)
and Base Resources (AIM:BSE, N/R) with P/E’s of ~2-3x. PYX has a simple business model to
produce premium zircon (and minor rutile and ilmenite) at high margins. We view it as
relatively low risk, with the biggest risk at this early stage of evolution as access to capital.
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Marketing Communication

This research report is disseminated by WH Ireland Limited (“WHI”) which is authorised and regulated by the Financial Conduct Authority (“FCA”) and is a member of the London
Stock Exchange. This research report is intended for the sole use of the person for whom it is addressed and is not intended for private individuals or those classified as Retails
Clients as defined by the Markets in Financial Instruments Directive 2004/39/EC (“MiFID”).

Non-independent research

This research report is marketing communications and is produced in accordance with the FCA’s Conduct of Business Sourcebook. It has not been prepared in accordance with
legal requirements designed to promote the independence of investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment
research. However, WHI is required by the FCA to have policies in place to identify and manage the conflicts of interest which may arise in the production and dissemination of

this research report , such management of conflicts include a firm wide ban of PA dealings in any issuer under research coverage.

Planned frequency of updates to recommendation
WHI does not have a schedule for issuing research recommendations, they are issued whenever the research analyst and members of the research team alone deem it relevant,

but usually in the event of significant development.

Disclaimer

This research report has been approved under part IV article 19 of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”) by WHI for
communication in the United Kingdom only to investment professionals as that term is defined in article 19(5) of the FPO. Its contents are not directed at, may not be suitable
for and should not be relied on by anyone who is not an investment professional including retail clients. This research report is for distribution only as may be permitted by law.
It is not directed to, or intended for distribution to or use by, any person or entity in any jurisdiction where doing so would be contrary to law or regulation or would subject WHI
to any registration or licensing requirement within such jurisdiction. This research report is not an offer or a solicitation of an offer to buy or sell any financial instruments or to
participate in any particular trading strategy. It does not constitute a personal recommendation and recipients must satisfy themselves that any dealing is appropriate in the light

of their own understanding, appraisal of risk and reward, objectives, experience, and financial and operational resources.

The information herein is believed to be reliable and has been obtained from public sources believed to be reliable. WHI makes no representation or warranty, either express or
implied, as to the accuracy or completeness of such information. Any opinions expressed in this research report may change without notice and may differ or be contrary to
opinions expressed by other business areas of WHI. Any statements contained in this report attributed to a third party represent WHI’s interpretation of the data, information
and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party.
Investments involve risks, and investors should exercise prudence and their own judgement in making their investment decisions. The financial instruments described in this
research report may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred

to in this research report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative.
The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a guide to future
performance. WHI accepts no fiduciary duties to the reader of this research report and in communicating it WHI is not acting in a fiduciary capacity. Neither WHI nor any of its

directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the use of all or any of the Information.

As at the month ending 28t February 2023 the distribution of all our published recommendations is as follows:

Recommendation Total Stocks Percentage % Corporate Percentage %
Corporate 66 100.0 66 100.0
Buy 0 0.0 0 0.0
Speculative Buy 0 0.0 0 0.0
Outperform 0 0.0 0 0.0
Market Perform 0 0.0 0 0.0
Underperform 0 0.0 0 0.0

Sell 0 0.0 0 0.0
Total 66.0 100.0 66.0 100.0

WH Ireland Limited, 24 Martin Lane, London, EC4R ODR, tel. 020 7220 1666

WHIreland is authorised and regulated by The Financial Conduct Authority and is a member of The London Stock Exchange.
Important disclosures and certifications regarding companies that are the subject of this report can be found within the disclosures page at the end
of this document.



CORPORATE SPONSORED MARKETING COMMUNICATION

WH IRELAND
CAPITAL MARKETS

Valuation and Risks

For details relating to valuation and risks for subject issuers, please refer to the comments contained herein or in previously published research reports or sector notes.

Time and date of recommendation and financial instruments in the recommendation

The time and date when the production of this research recommendation is published is the date and time found in the header of the email carrying the research report.

Any prices stated in this document are for information purposes only, there is no representation that any transaction can or could have been effected at those prices. Different
assumptions by any other source may yield substantially different results. Where a price of a financial instrument is quoted it will generally, in the absence of the contrary, be
the closing mid-point price at the close of business the day before publication date.

A draft of this research report has been shown to the company following which factual amendments have been made.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of WHI and WHI accepts no

liability whatsoever for the actions of third parties in this respect.

By accepting this document, you agree to be bound by the disclaimers stated above. Please refer to https://www.whirelandplc.com/capital-markets/coi-for-research for
conflicts of Interest regarding Non-Independent Research.

Company/Issuer Disclosures

Company Name Table of interest number 12-month recommendation history Date

PYX Resources (PYX) 2,3,4,5 Corporate 05.04.22

https://www.whirelandplc.com/capital-markets/research-recommendations

The WH Ireland Research & Corporate Events Portal is available at https://www.whirelandplc.com/research-portal
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