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VSA Morning Miner 
This Morning’s News 

Alkemy Capital / Tees Valley Lithium (ALK LN)# 

Alkemy Capital (ALK LN) which wholly owns the Tees Valley Lithium project 
and intends to become a major merchant converter of lithium in Europe has 
announced the receipt of planning approval for its project at the Wilton 
International Chemicals Park (WICP).  

This is an important derisking milestone and validates the company’s 
development and environmental approach with a full Environmental Impact 
Assessment (EIA) submitted as part of the application. This highlighted the zero 
waste approach and strategy which leverages the UK’s competitive advantage 
in chemical engineering rather than bulk processing. By focusing on 
intermediate products such as lithium sulphate and technical grade lithium 
carbonate ALK has an important role to play in reducing the embedded carbon 
within the EV supply chain associated with shipping.  

Aside from the benefits of being on the WICP including existing infrastructure 
and access to renewable power, certain sites within the Park boundaries 
qualify for an instrument of consent for planning, of which ALK’s is one. This 
was another key factor in determining the location and today’s announcement 
shows that ALK has gone beyond the minimum requirements to ensure local 
support for this project which also has the potential to bring up to 1,000 jobs 
directly. The project also has the support from local government, PD Ports 
which will be a logistical partner for sourcing feedstock while Wave’s 
engineering appointment gives us further confidence in the next stages given 
their extensive lithium processing experience.  

Given today’s milestone we are modestly reducing our risk factor and 
upgrading our target price. Our initial valuation applied a 0.1x risk factor to a 
DCF valuation based on phase 1 of 4 only which produced an unrisked NPV of 
£491m. Today’s derisking event enables us to lift that to 0.15x taking our target 
price to £10/sh, a risked valuation of around £70m compared to today’s market 
capitalisation of just £17m.  

The backdrop for lithium remains strong and prices have continued to rise 
recently, however, ALK remains the only pure play listed conversion exposure, 
a segment of the market dominated by China. This gives ALK a compelling 
strategic investment rationale which overlays the momentum in the lithium 
market currently.  

We reiterate our Speculative Buy recommendation but increase our target 
price to £10/sh.  
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LME prices 
(US$/lb) 

Last 
Close 

Day % 
Chg 

-1 Year 
% Chg 

Aluminium 2,148 -2.9% -26.7% 
Copper 7,518 -2.9% -19.0% 
Lead 1,788 -2.7% -16.1% 
Nickel 23,298 -4.8% 20.3% 
Zinc 3,020 -3.3% -2.2% 

NOTE: #Indicates VSA house stock. 
SOURCE: FactSet, as of last close. 
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Stock Information 
Stock BBG TKR Exchange/ 

Currency 
Mkt Cap 

(m) 
Last Close 

(Curr) 
Rec TP Date of 

Recommendation 

Alkemy Capital ALK LN LSE (£/p) 230 17 SPEC BUY 10 25/11/22 

NOTE: #VSA house stock. SOURCE: FactSet data, VSA Capital estimates. Pricing as of last close. 

Disclaimer 
Investment Analyst Certification  
In our roles as Research Analysts for VSA Capital Limited, we hereby certify that the views about the companies and their securities discussed in this 
report are accurately expressed and that we have not received and will not receive direct or indirect compensation in exchang e for expressing specific 
recommendations or views in this report. 

Non-Independent Research 
This is a marketing communication. It is non-independent research as it has not been prepared in accordance with legal requirements designed to 
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Important Disclosures 
This research report has been prepared by VSA Capital Limited, which is party to an agreement to be paid a fee as corporate finance advisors and 
arrangers with, or has provided investment banking services to, Alkemy Capital, or has been party to such an agreement within the last twelve months, 
and is solely for, and directed at, persons who are Professional Clients as defined under Annex II of the Ma rkets in Financial Instruments Directive, 
Directive 2004/39/EC, or as defined in the FCA Handbook. Persons who do not fall within the above category should return this  research report to 
VSA Capital Limited, New Liverpool House, 15-17 Eldon Street, London EC2M 7LD, immediately.  

VSA Capital may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major US Institutional 
investors, however, transactions in any securities must be effected through a US registered broker-dealer. If you are a US person, you must fulfil the 
requirements of a major US institutional investor as defined by the Securities Exchange Act 1934 and subsequent guidance from  the SEC to receive 
this research report.  Any failure to comply with this restriction may constitute a violation of US law for which VSA Capital Limited does not accept 
responsibility.  

The information in this report is not intended to be published or made available to any person in any jurisdiction where to d o so would result in 
contravention of any applicable laws or regulations. Accordingly, if it is prohibited to make such information available in y our jurisdiction or to you 
(by reason of your nationality, residence or otherwise) it is not directed at you.  

This research report is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. It is being supplied to you 
solely for your information and may not be reproduced, forwarded to any other person or published, in whole o r in part, for any purpose, without 
out prior written consent. 

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any  securities or any options, 
futures or other derivatives related to such securities. 

The information and opinions contained in this research report have been compiled or arrived at by VSA Capital Limited from s ources believed to be 
reliable and in good faith but no representation or warranty, express or implied, is made as  to their accuracy, completeness or correctness. All opinions 
and estimates contained in the research report constitute the Company's judgments as of the date of the report and are subjec t to change without 
notice. The information contained in the report is published for the assistance of those persons defined above but it is not to be relied upon as 
authoritative or taken in substitution for the exercise of the judgment of any reader.  

The Company accepts no liability whatsoever for any direct or consequential loss arising from any use of the information contained herein. The 
company does not make any representation to any reader of the research report as to the suitability of any investment made in  connection with this 
report and readers must satisfy themselves of the suitability in light of their own understanding, appraisal of risk and reward, objectives, experience 
and financial and operational resources. 

The value of any companies or securities referred to in this research report may rise as well as fall  and sums recovered may be less than those 
originally invested. Any references to past performance of any companies or investments referred to in this research report a re not indicative of their 
future performance. The Company and/or its directors and/or employees may have long or short positions in the securities mentioned herein, or in 
options, futures and other derivative instruments based on these securities or commodities.  

Not all of the products recommended or discussed in this research report may be regulated by the Financial Services and Markets Act 2000, as 
amended by The Financial Services and Markets Act 2012, and the rules made for the protection of investors by that Act will n ot apply to them. If you 
are in any doubt about the investment to which this report relates, you should consult a person authorised and regulated by the Financial Conduct 
Authority who specialises in advising on securities of the kind described.  

The Company does and seeks to do business with the companies covered in its research reports. Thus, investors should be aware that the Company 
may have a conflict of interest that may affect the objectivity of this report. To view our policy on conflicts of interest a nd connected companies, 
please go to: http://www.vsacapital.com/policies/conflict-of-interest-policy. 

VSA Capital acts as Corporate Adviser/Broker to Alkemy Capital, and is therefore classed as a connected company.  

Investors should consider this report as only a single factor in making their investment decision. 

Definition of Ratings 



 

 
 

VSA Capital Limited is Authorised and Regulated by the Financial Conduct Authority © VSA Capital Limited, 2020, all rights reserved 
New Liverpool House, 15-17 Eldon Street, London EC2M 7LD | +44 (0)20 3005 5000 | www.vsacapital.com Registered in England: No. 02405923 

VSA Capital Limited is a member of the London Stock Exchange 

VSA Capital Limited uses the following stock rating system to describe its equity recommendations. Investors should carefully  read the definitions of 
all ratings used in each research report. In addition, since the research report contains more complete information concerning the analyst’s views, 
investors should carefully read the entire research report and not infer its contents from the rating alone. In any case, rat ings (or research) should 
not be used or relied upon as investment advice. An investor’s decision to buy or sell a stock or investment fund should depend on individual 
circumstances  and other considerations.  

VSA Capital Limited’s recommendations are defined as follows: 

BUY:The stock is expected to increase by in excess of 10% in absolute terms over the next twelve months. 
HOLD: The price of the stock is expected to move in a range between -10% and +10% in absolute terms over the next twelve months. 
SELL: The stock is expected to decrease by in excess of 10% in absolute terms over the next twelve months. 

In addition, on occasion, if the stock has the potential to increase by in excess of 10%, but on qualitative grounds rather t han quantitative, a 
SPECULATIVE BUY may be used. 

 

Distribution of VSA Capital Limited’s Equities Recommendations 
VSA Capital Limited must disclose in each research report the percentage of all securities rated by the member to which the m ember would assign a 
“BUY”, “HOLD, or “SELL” rating, and also the proportion of relevant  investments in each category issued by the issuers to which the firm supplied 
investment banking services during the previous twelve months. The said ratings are updated on a quarterly basis.  

Equities breakdown: 31 August 2020 Spec. BUY BUY HOLD SELL 

Overall equities coverage 10.0% 90.0% 0.0% 0.0% 
Companies to which VSA has supplied investment banking services 100% 100% 0.0% 0.0% 

 

 


