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Event 
Boab Metals has released assay results from its recent Phase V drilling program at the Sorby 
Hills Lead Silver Project. The results confirm that Boab has extended the mineralisation 
beyond the existing resource and is highly likely to announce a resource upgrade later in 
2021. This in turn is likely to result in a larger project at Sorby Hills, with commensurate 
upside in the already attractive economics. 

Highlights 
• Boab Metals is developing the Sorby Hills Lead-Silver Project in the Kimberley Region of 

Western Australia. Boab holds a 75% interest in the Sorby Hills JV with China’s largest 
lead smelting and silver producer Henan Yuguang holding 25%.  

• Boab is conducting additional exploration and Resource definition drilling in anticipation 
of a Final Investment Decision in early 2022, a 12-18-month construction period and first 
production in mid-2023.  

• Boab has today released assay results from its 59 hole 5,284m drill program, that had 
two major objectives; 

o Materially increase the mining inventory at Sorby Hills for immediate 
incorporation into the Definitive Feasibility Study mine plan, and 

o Investigate the potential to increase the processing plant capacity at Sorby Hills to 
reduce unit operating costs and enhance project value. 

• The assay results confirm that Boab has extended the mineralisation with key intercepts 
including; 

o SHMD070: 17m @ 3.39% Pb & 15g/t Ag from 58m  

o SHMD073: 17m @ 3.02% Pb & 13g/t Ag from 75m  

o SHMD066: 5m @ 6.77% Pb & 26g/t Ag from 100m  

o SHMD066: 4.5m @ 2.39% Pb & 102g/t Ag from 31m  

o SHMD074: 5m @ 7.08% Pb & 91g/t Ag from 108m 

• In August 2020 Boab released the results Pre-Feasibility Study (PFS). The PFS outlined a 
A$183m project mining 1.5Mtpa of ore and producing 78ktpa of a lead/silver concentrate 
over a 10 year mine life. The PFS resulted in an estimated pre-tax NPV of A$303M (at an 
8% discount rate) and an IRR of 46% (assuming 10-year historical average prices of 
US$0.95/lb lead and US$21/oz silver). 

• On our financial model we value Boab’s 75% share of Sorby Hills at $168m (10% discount 
rate, post tax). We have modelled an expanded case where Boab adds crushing/milling 
capacity to take the concentrator to 2mtpa throughput from year three as the grade 
declines. In this scenario our valuation increases to A$202m, and additional production 
increases EBITDA in years 3/4/5 of the project by A$20m/A$26m/A$41m respectively. 

Recommendation 
We retain our Buy recommendation and price target of A$1.02ps. Catalysts for the stock to 

reach our price target include;  

• Further Resource upgrades post ongoing drilling programs.  

• Delivery of the Sorby Hills Project through the course of FY21/22.  

• Resolution of financing options.  
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Boab Metals is a base metal exploration and development 
company, primarily focused on its flagship Sorby Hills 
Project in Kununurra, Western Australia. The flagship 
Project is the largest undeveloped, near surface lead-silver-
zinc deposit in Australia. Sorby Hills is 75%-owned by Boab 
Metals and 25% owned by Henan-Yuguang - China’s largest 
lead smelting / silver producer. 
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Adding Resources at Sorby Hills 
Boab Metals has released assay results from the Phase V drilling program at Sorby Hills. The 

results confirm that Boab has extended the mineralisation beyond the existing resource and 

is likely to announce a resource upgrade later in 2021. This in turn is likely to result in a 

larger project at Sorby Hills, with commensurate upside in the already attractive economics. 

Figure 1: Sorby Hills – Phase V drilling program 

 

Source: Boab Metals ASX release August 2021 
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Figure 2: Concentrator throughput and grade profile – Sorby Hills PFS 

 

Source: Boab Metals ASX release August 2021 

Figure 3: Concentrator throughput and grade profile – Sorby Hills PFS 

 

Source: Boab Metals ASX release August 2021 
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Key intercepts include; 

• SHMD070: 17m @ 3.39% Pb & 15g/t Ag from 58m  

• SHMD073: 17m @ 3.02% Pb & 13g/t Ag from 75m  

• SHMD066: 5m @ 6.77% Pb & 26g/t Ag from 100m  

• SHMD066: 4.5m @ 2.39% Pb & 102g/t Ag from 31m  

• SHMD074: 5m @ 7.08% Pb & 91g/t Ag from 108m 

In the Sorby Hills PFS, Boab Metals outlined a project with a 1.5Mtpa concentrator 

throughput with metal production dependent on lead and silver grade. The higher grade 

ore from Omega is expected to be processed first, with Norton again boosting the grade in 

CY27/28. 

The grade is expected to lower in late 2025 and 2026 as lower grade ore from deposit B is 

processed. 

Figure 4: Concentrator throughput and grade profile – Sorby Hills PFS 

 

Source: Boab Metals presentation 

These latest drilling results mean that Boab Metals is likely to expand the mining inventory 

and spend additional capital on expanding the crushing/milling capacity at the Sorby Hill 

concentrator. That would boost metal production in year three of the operation despite the 

decline in grade. 

We have run a sensitivity through our Sorby Hills financial model adding 500kt of annual 

capacity from year three at a capital cost of A$30m. 

On our model this increases the NPV of Sorby Hills (Boab 75% share) from A$168m to 

A$202m and would increase our valuation of BML from $1.02 to $1.17ps. 

The additional production would increase EBITDA in years 3/4/5 of the project by 

A$20m/A$26m/A$41m respectively 
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Figure 5: Shaw and Partners base case forecasts  

 

Source: Shaw and Partners analysis 

 

Figure 6: Shaw and Partners expansion case forecasts 

 

Source: Shaw and Partners analysis 

 

  

Boab Metals Operations (A$m) - 100% 2021f 2022f 2023f 2024f 2025f 2026f 2027f 2028f 2029f 2030f

Ore processed (kt) 0 0 0 1,200 1,500 1,500 1,500 1,500 1,500 1,500

Lead concentrate (kt) 0 0 0 86 108 71 71 86 75 65

Payable lead (kt) 0 0.0 0.0 56.0 70.0 46.2 46.2 56.0 49.0 42.0

Payable s i lver (Moz) 0 0.0 0.0 1.5 1.9 1.4 1.9 2.3 1.9 1.5

Revenue 0 0 0 209 263 179 201 248 219 188

Expenses 0 0 0 95 120 119 122 126 127 128

EBITDA 0 0 0 115 142 60 79 122 92 60

D&A 0 0 0 12 14 14 14 14 14 6

EBIT 0 0 0 103 128 46 65 108 77 54

Net Operating Assets 2 71 166 173 162 150 139 128 117 114

Capex 0 69 95 19 3 3 3 3 3 3

EBITDA Margin (%) 0% 0% 0% 55% 54% 34% 39% 49% 42% 32%

EBIT / Assets  (%) 0% 0% 0% 60% 79% 30% 46% 84% 66% 47%

Si lver (US$/oz) 25.0 29.0 29.5 28.0 25.2 23.9 24.4 24.9 25.5 26.1

Lead (USc/lb) 91 100 96 99 103 107 109 112 114 117

AUD/USD 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75

Revenue (A$/t) 0 0 0 3,738 3,756 3,877 4,353 4,437 4,473 4,487

Expenses  (A$/t) 0 0 0 1,690 1,721 2,574 2,643 2,259 2,602 3,059

EBITDA (A$/t) 0 0 0 2,048 2,035 1,303 1,710 2,178 1,872 1,428

D&A (A$/t) 0 0 0 206 206 312 312 258 294 137

EBIT (A$/t) 0 0 0 1,842 1,828 991 1,397 1,921 1,577 1,291

Nominal  Tax @ 30% 0 0 0 -31 -38 -14 -19 -32 -23 -16

Cash Flow 0 -69 -95 65 101 43 56 86 65 40

Boab Metals Operations (A$m) - 100% 2021f 2022f 2023f 2024f 2025f 2026f 2027f 2028f 2029f 2030f

Ore processed (kt) 0 0 0 1,200 1,500 2,000 2,000 2,000 2,000 2,000

Lead concentrate (kt) 0 0 0 86 108 95 95 115 100 86

Payable lead (kt) 0 0.0 0.0 56.0 70.0 61.6 61.6 74.6 65.3 56.0

Payable s i lver (Moz) 0 0.0 0.0 1.5 1.9 1.8 2.6 3.1 2.6 2.1

Revenue 0 0 0 209 263 239 268 331 292 251

Expenses 0 0 0 95 120 158 163 169 170 171

EBITDA 0 0 0 115 142 80 105 163 122 80

D&A 0 0 0 9 12 16 16 16 16 6

EBIT 0 0 0 105 131 65 90 147 107 74

Net Operating Assets 2 71 166 175 197 184 172 160 148 145

Capex 0 69 95 19 33 3 3 3 3 3

EBITDA Margin (%) 0% 0% 0% 55% 54% 34% 39% 49% 42% 32%

EBIT / Assets  (%) 0% 0% 0% 60% 66% 35% 52% 92% 72% 51%

Si lver (US$/oz) 25.0 29.0 29.5 28.0 25.2 23.9 24.4 24.9 25.5 26.1

Lead (USc/lb) 91 100 96 99 103 107 109 112 114 117

AUD/USD 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75

Revenue (A$/t) 0 0 0 3,738 3,756 3,877 4,353 4,437 4,473 4,487

Expenses  (A$/t) 0 0 0 1,690 1,721 2,574 2,643 2,259 2,602 3,059

EBITDA (A$/t) 0 0 0 2,048 2,035 1,303 1,710 2,178 1,872 1,428

D&A (A$/t) 0 0 0 166 166 252 252 208 237 111

EBIT (A$/t) 0 0 0 1,882 1,868 1,052 1,458 1,971 1,634 1,318

Nominal  Tax @ 30% 0 0 0 -32 -39 -19 -27 -44 -32 -22

Cash Flow 0 -69 -95 64 70 58 75 115 87 54
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Key risks 
• The prices of silver and lead are volatile and difficult to forecast. The actual prices may 

differ substantially from our forecasts. 

• The Sorby Hills project is not yet producing and there is a risk that Boab is unable to 
bring the operation in to production. The project may cost more than expected to build 
and may not operate as expected. 

• Boab requires around $150m of new capital to finance its 75% share of the Sorby Hills 
Project. There is a risk that capital markets are not willing to fund the project. 

• Forecasting future operating costs has considerable uncertainty. Our forecasts may 
prove to be too optimistic. If Boab’s costs are higher than we expect then our cash flow 
forecasts will be too high. 

• Smaller companies carry more significant ‘key personnel’ risk than larger organisations. 
If senior management depart the company, then it could delay projects or exacerbate 
operational risks. 

Core drivers and catalyst 
• In August 2020, Boab released the results of a Sorby Hills Pre-Feasibility Study (PFS). 

The PFS outlined a A$183m project mining 1.5Mtpa of ore and producing 78ktpa of a 
lead/silver concentrate over a 10 year mine life. The annual production of contained 
metals is expected to be ~50ktpa of lead and 1.5Mozpa of silver. 

• The PFS resulted in an estimated pre-tax NPV of A$303M (at an 8% discount rate) and 
an IRR of 46% (assuming 10-year historical average prices of US$0.95/lb lead and 
US$21/oz silver). Our post-tax NPV of A$189m is lower than the PFS, mainly due to a 
higher WACC assumption of 10%.  

• Boab is progressing to a Definitive Feasibility Study (DFS) and is conducting additional 
exploration and Resource definition drilling in anticipation of a Final Investment 
Decision in late 2021, a 12-18-month construction period and first production in mid-
2023. 

• The Sorby Hills Reserve currently stands at 13.6Mt at 3.6% Pb for 490kt of lead and at 
40g/t Ag for 18 Moz of silver. There is likely to be Reserve upside given; 

1. ~5Mt of Resource has been excluded from the PFS to ensure the Project 
does not step outside the existing Environmental Protection Authority 
(EPA) approved development zones.  

2. Boab has completed a 4,803m drilling campaign that included in-fill 
drilling of high-grade zones and targeted shallow extensions to 
presently defined mineralisation.  

3. Exploration upside in a license 100% held by Boab immediately to the 
south of the JV Project. 

• We model a further A$150m of capital requirements to fund Boab’s 75% share of pre-
production capex, working capital and ongoing exploration. We expect BML to split the 
funding roughly A$50m/A$100m equity/debt. We forecast gearing to peak at 44% in 
FY23. 
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Rating Classification 

Buy Expected to outperform the overall market 

Hold Expected to perform in line with the overall market 

Sell Expected to underperform the overall market 

Not Rated Shaw has issued a factual note on the company but does not have a recommendation 
 

 

Risk Rating 

High Higher risk than the overall market – investors should be aware this stock may be speculative 

Medium Risk broadly in line with the overall market 

Low Lower risk than the overall market 
 

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is 

significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock 

and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making 

any investment decision. 
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Disclaimer 

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian Financial 
Services Licence number 236048.  
 
ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately 
reflect the analyst's personal views about the Company and its financial products. Neither Shaw nor its Research Analysts received any direct financial 
or non-financial benefits from the company for the production of this document. However, Shaw Research Analysts may receive assistance from the 
company in preparing their research which can include attending site visits and/or meetings hosted by the company. In some instances the costs of 
such site visits or meetings may be met in part or in whole by the company if Shaw considers it is reasonable given the specific circumstances relating 
to the site visit or meeting. As at the date of this report, the Research Analyst does not hold, either directly or through a controlled entity, securities 
in the Company that is the subject of this report, where they do hold securities those interests are not material. Shaw restricts Research Analysts 
from trading in securities outside of the ASX/S&P100 for which they write research. Other Shaw employees may hold interests in the company, but 
none of those interests are material.  
 
DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for 
multiple distribution without consideration of your investment objectives, financial situation and needs (“Personal Circumstances”). Accordingly, the 
advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as investment 
advice. You must assess whether or not the advice is appropriate for your Personal Circumstances before making any investment decisions. You can 
either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw client adviser. This 
report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other person. If you are 
not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published by Shaw in good faith 
based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with respect to the financial 
products to which it relates. The research report is current as at the date of publication until it is replaced, updated or withdrawn. Although the report 
is based on information obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate, 
complete or up to date and Shaw accepts no obligation to correct or update the information or opinions in it. If you rely on this report, you do so at 
your own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections are contingent on matters outside 
the control of Shaw (including but not limited to market volatility, economic conditions and company-specific fundamentals) and therefore may not 
be realised in the future. Past performance is not a reliable indicator of future performance. Except to the extent that liability under any law cannot 
be excluded, Shaw disclaims liability for all loss or damage arising as a result of any opinion, advice, recommendation, representation or information 
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including negligence.  
 
Depending on the timing and size of your investment, your portfolio composition may differ to the model. Performance figures are derived from the 
inception date of the model and its investment transactions from that date, therefore the performance for your portfolio may be different. If you 
have any questions in connection with differences between your portfolio and the model, you should speak with your adviser.  
 
IMPORTANT INFORMATION TO CONSIDER: It is important that before making a decision to invest in a Shaw Managed Accounts, a managed fund, an 
exchange traded fund, an individual hybrid security or listed debt instrument that you read the relevant Product Disclosure Statement (“PDS”). The 
PDS will contain information relevant to the specific product, including the returns, features, benefits and risks. The PDS can be found at: 
www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf.  
 
RISKS ASSOCIATED WITH HYBRID SECURITIES: Hybrid securities and listed debt instruments differ from investments in equities and cash products in 
a number of important respects. The liquidity risk associated with an investment in hybrid securities and listed debt instruments will generally be 
greater than that associated with equities. The credit risk associated with hybrid securities and listed debt instruments is higher than that of a cash 
product or term deposit. Some hybrid securities may be perpetual in nature, meaning that they can only be redeemed or exchanged for cash or equity 
at the issuer’s option. Hybrids may also contain terms which automatically trigger the deferral of an interest payment or cause the issuer to repay 
the hybrid earlier or later than anticipated. ASIC has published information to assist consumers in understanding the risks and benefits associated 
with an investment in hybrid securities or listed debt instruments. This information can be found under the heading ‘Complex Investments’ at 
www.moneysmart.gov.au/investing. 
 
DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of that 
commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously or may in 
the future earn fees and commission from dealing in the Company's financial products. Shaw acted for the company in a corporate capacity within 
the past 12 months for which it received a fee. 
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