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Summary 

• Average Francisco Basin grade ~305mg/L 

• Initial est. ~610kt LCE 

• Basin exploration target est. ~2Mt LCE 

• Sufficient power and freshwater within 2km for 20ktpa LCE 

• Cheapest lithium DLE/salar company globally 

CTL have just announced preliminary results for its first drill hole into the Francisco Basin, which 

until recently, had never been drilled; encountering mineralisation from 99 to 303m, with 34 brine 

samples collected at regular intervals averaging ~305mg/L.  Wholly owned, the project’s proximity 

to nearby infrastructure is exceptional, within 2km of the 110kV Kinross Refugio substation, which 

has sufficient unused capacity (~8MW) to power a 10ktpa LCE plant; and onsite freshwater 

capacities of 80 to 100 litres/sec., whilst proposed DLE requirements only need ~20 litres/sec. 

The above is remarkable considering that at the time of the IPO, guidance was that the Francisco 

Basin would be 12-24 months behind that of Laguna Verde.  Clearly this strategy has been 

dramatically accelerated and we suggest that both projects are now effectively on par; ultimately, 

the Laguna Verde resource may be substantially larger, but Francisco Basin will be easier to 

develop.  FD resource specialist, Dr Mark Heyhoe estimates that the resource attached to FB01 

could be in the vicinity of ~610kt LCE; whilst we believe that the eventual Francisco Basin resource 

could exceed 2Mt LCE.  The next round of drilling (FB02 to FB04 testing the remainder of the basin) 

is expected to commence from October, with a scoping study to be initiated immediately after the 

release of the Laguna Verde report; which we tentatively believe to be mid-October. 

We maintain that CTL not only has a compelling investment narrative, but it is without peer 

globally, its closest company analogue being Lake Resources (ASX: LKE), which is transitioning from 

explorer to producer utilising a DLE solution.  In our view, not only will CTL eventually have a similar 

resource and production profile, but will have the added benefit of operating in Chile, which we 

consider a far more attractive investment and regulatory environment than that of Argentina. 

Strategically, China is seeking to dominate the entire lithium battery market, with domestic 

manufacturers, such as CATL, emerging from nascent beginnings to become the world’s largest 

lithium manufacturer in under a decade.  Despite only having 3% of global reserves, and 

approximately 14% of annual primary production, China controls >80% of the world’s raw lithium 

refining, >77% of the cell capacity and >60% of global lithium component manufacturing. 
 
Disclaimer This document has been issued by Fox-Davies Capital Limited and Fox-Davies Capital (DIFC) Limited (collectively 
"Fox-Davies Capital") in consideration of a fee payable by the Relevant Issuer for services that include the production and broad 
dissemination of a detailed report followed by regular update notes. This is a marketing communication and is not 
independent.  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. 
Disclosures can be found at the end of the document. 
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Is Francisco Basin Now the Number One Project? 

Encountering mineralisation from 99 to 303m, 34 brine samples collected at 

regular intervals averaged a grade of ~305mg/L.  Management have indicated 

that a maiden JORC resource will be published shortly – with Fox-Davies 

resource specialist, Dr Mark Heyhoe1  estimating it to be in the vicinity of 

~610kt LCE (see Table 1 & Figure 1).  This recent announcement indicating 

economic mineralisation (from a prospect that had never been drilled before), 

together with the fact that it is wholly owned, with its location close to nearby 

infrastructure2, places the project on an equal footing with the larger Laguna 

Verde Basin in our opinion.  Taking into account that FB01 targeted the most 

attractive portion of the resistivity target, with subsequent holes potentially 

intersecting the reservoir being either not as thick and/or as deep, we believe 

that the eventual Francisco Basin exploration target will approach ~2Mt 

LCE.  The next holes (FB02 to FB04) will be drilled from October onwards, 

with a scoping study to commence immediately after the completion and 

release of the Laguna Verde report3. 

We reiterate our belief that the lack of power is possibly the greatest obstacle 

for any prospective DLE producer; it being far more industrial and energy 

intensive than the traditional evaporative pond route.  Even Livent’s recent 

decision for Stage III (30ktpa LCE) at its Hombre Muerto operation to eschew 

DLE operations, instead rely on conventional evaporative-based processes 

appear to be the result of management inability to secure additional gas 

supplies.  This only highlights how attractive the Francisco project really is. 

Figures 2 & 3: Location of the Francisco Basin project (left); and project drill programme, illustrating exclusion zone several hundred 

metres from surface brines (see red dashed lines) that we accounted for when we calculated the probable resource – see Table 1 (right). 

 

 

     

Source: CTL, FD 

 
1 https://www.linkedin.com/in/mark-heyhoe-133610/?originalSubdomain=uk 
2 Guidance indicates that a DLE plant producing ~10ktpa LCE output notionally requires 8MW of power.  Francisco basin is 
within 2km of the 110kV Kinross Refugio substation, which has sufficient unused capacity to run a 20ktpa plant.  Estimated 
water requirement for a 20ktpa LCE DLE facility is ~40-45 litres/second; holes drilled by Kinross at Francisco Basin have fresh 
water capacities of 80 to 100 litres/second. 
3 We understand that the delay in scoping study release was due to unforeseen illness of the consultant. 

Table 1 & Figure 1: Volumetric 

resource assumptions (top) with an 

adjustment for nearby national park 

(bottom). 

 

 

 
 

Source: FD.   * LCE – lithium carbonate equivalent 
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Peer Comparison – How Much of an Attractive Entry 
Point do you Need? 

Peer analysis among non-producing assets can only realistically be used as a 

guide only.  Looking at the valuation metrics (US$/t LCE) in Table 2 among 

traditional brine explorers, clearly show that as the company transitions from 

being an explorer to an emerging producer (also observable in Table 3 among 

DLE producers), the in-situ valuation increases dramatically. 

The brevity of the list is a function of two factors, firstly that all the key high Li-

value South American salar projects have already been acquired and/or are 

under production; secondly, China has secured a significant portion of the 

available lithium projects globally.  This raises the obvious question – why 

would China sell unprocessed/processed lithium carbonate/hydroxide to 

European customers?  Is it not more advantageous for the Chinese to sell the 

battery packs; eventually selling the EVs?  Which leads us to the 

uncomfortable possibility that Europe, without security of supply, could be at 

the mercy of the Middle Kingdom manufacturers in the near future! 

We reiterate our belief that DLE explorers have an equal or even greater 

chance of commercialisation than many of their traditional evaporative salar 

counterparts, simply because the majority of listed brine projects not yet in 

Table 2: Peer comparison of listed lithium brine-based explorers (prices correct as at the close 5th August, 2022, AUD 0.69, CAD 0.77) 

 

 
 

Source: Company Reports, FD   *Lithium Power's Blanco project is a JV with Minera Salar Blanco and Bering (49%).  Note that no value has been attributed to other company projects held 
(i.e. Greenbushes, Pilgangoora and Tabba Tabba). 

Table 3: Peer comparison of listed lithium brine DLE based explorers, in which of course we are more interested (close 5th August, 2022, 

AUD 0.69, CAD 0.77, EURO 1.02, GBP 1.21).  We maintain that on any reasonable measure, CTL is the cheapest lithium play globally 

 

 
 

Source: Company Reports, FD.    *Added 0.631kt LCE potential attributed to FB01 (see Table 1).  **Added Francisco Basin exploration target to existing Inferred Resources. 
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production, contain grades too low to be cost efficient via conventional 

methods (i.e. compare average grades of 1,013 mg/L in Table 2 versus 126 

mg/L in Table 3). 

We maintain that CTL is not only a compelling investment narrative, but is also 

without peer globally.  We think the closest company analogue is Lake 

Resources (ASX: LKE), which is transitioning from explorer to producer 

utilising a DLE solution to an Andean semi-mature salar, which recently 

confirmed that its production base-case was ~50ktpa LCE.  In our view, not 

only will CTL eventually have a similar resource and production profile (from 

several sites), but has the added benefit of operating in Chile, which is a far 

more attractive investment and regulatory environment than that of Argentina. 

Lithium – Supply Growth Unable to Match EV 
Demand 

The future of lithium demand is fundamentally tied to the continual growth of 

EVs/hybrids. We forecast that Li-ion batteries will account for >77% of all 

lithium consumption in 2022 (see Figure 5), the largest component of demand 

being EVs themselves.  It is also important to realise that growth (in real terms) 

in consumption is occurring in all other lithium segments as well.  Current 

shortages are, in fact, a structural deficit, driven by growth in lithium 

consumption outstripping supplies, with our internal macro modelling showing 

that this structural deficit is unlikely to dissipate any time before 2030. 

Figures 4: When you compare the 

growth of batteries on a collective 

lithium demand basis and match it 

against an exponential growth curve 

(inclusive from 2010 to 2024F), is a 

relatively close fit to a “Mature” stage 

of our generic sigmoidal model.  This 

relative analysis is misleading, 

however, because every lithium 

segment is experiencing significant 

growth in demand.  In the long-term, 

we would expect battery demand to 

top out at ~85% of total lithium 

demand, dominated by EV growth. 

 

 
 

Source: FD 

Figure 5: Growth in Li-ion battery demand has risen from 18% in 2010 to 71% in 2020, with a 

2022 forecast using current segmental growth trends. 

 

Source: FD 
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Historically, it has been very difficult to accurately model future lithium 

consumption, on the account of the variance in different BEV battery types and 

capacities, and incorporating the rapid growth in hybrids (see Figure 10).  EV 

growth will continue to increase numerically and on an absolute basis, as the 

existing internal combustion engine inventory slowly gets replaced. 

In either case, the cost-effective proposition of using lithium is underlined by 

Chemetall modelling suggesting that the raw elemental cost of the lithium 

contained in a typical Li-ion battery equates to only approximately one percent 

of the total battery cost; implying that demand is relatively inelastic to price.  

Recent BEV sales have been driven by the arrival of more recent cheaper 

models, on average with smaller battery capacities; with plug-in hybrid output 

being typically 25% of a BEV, with hybrids averaging 45% less again.  There 

are > 130 fully or part BEV, PHEV and hybrid models for sale (or lease) in the 

UK alone, in addition to nearly 100 electrified models slated to arrive before 

the end of 2022, and with most mainstream car makers now offering a 

selection of electric models. 

Over the past several decades, China has strategically sought to dominate the 

lithium battery market, with manufacturers, such as CATL, emerging from 

Figures 8 & 9: Global lithium reserve 

distribution 2021 (top) with global 

lithium production (bottom). 

 

 

 
 

Source: USGS (2022), FD 

Figures 6 & 7: Global lithium production (metric tonnes of contained lithium) from 1997 to 

2022E (top); and growth of lithium Reserves and Resources from 2000 (bottom). 

 

 
 

Source: FD (2022) 
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nascent beginnings to become the world’s largest lithium manufacturer in 

under a decade.  Whilst prices for lithium projects/companies were languishing 

during the last minerals downturn, the Middle Kingdom busied itself acquiring 

all the earlier stage lithium projects it could get its hands on.  Despite only 

having 3% (see Figure 9) of global reserves, and approximately 14% of annual 

primary production (see Figure 8), due to its large domestic battery demand 

(72GWh), in 20204 China controlled ~80% of the world’s raw lithium refining, 

~77% of the world’s cell capacity and ~60% of the world’s lithium component 

manufacturing. 

In updating our demand/supply model, we note that petrol engine sales are 

dropping more rapidly than we envisaged, being replaced by petrol-hybrids; 

with diesel sales materially stronger than we had forecast (possibly for 

commercial reasons - economy, distance, etc).  Whilst EU 2021 BEV sales 

have risen ~390% since 2014 (supported by substantial Government 

incentives), hybrid/PHEVs purchases have increased ~1,310% over that same 

period (and are accelerating); this observation clearly runs contrary to the 

widely publicised inevitability of a pure BEV transformation. 

 

  

 
4 https://about.bnef.com/blog/china-dominates-the-lithium-ion-battery-supply-chain-but-europe-is-on-the-rise/ 

Figures 10: EU car registration by fuel-type, updated to December 2021 - with our forecast for 

the end of 2022.  We have separated BEV and plug-in-hybrid numbers, attributing the latter to 

overall hybrid sales, believing it’s a closer definition fit. 

 

 
 

Source: FD (2022) 
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Valuation Update 

Maintain One-Year Price Target (£1.14ps) 

Our original one-year target was based on resource drilling confirming the 

estimated JORC compliant of 1.2Mt LCE at Laguna Verde (which has 

occurred).  We had not assigned an in-situ value to the Francisco Basin, 

because it was going to be a staggered development strategy.  Given general 

dour market conditions, which has depressed lithium company values (but not 

the underlying commodity, see Figure 11), we have decided to leave our 12-

month target unchanged until the release of the scoping study for Laguna 

Verde later this year.  Moreover, we remind that lithium salar projects can be 

developed far more quickly than their metalliferous counterparts. 

 

Maintain Three-Year Price Target (£2.77ps) 

Original management guidance for the Francisco Basin (at the time of the IPO) 

was that it would be developed 12-24 months behind Laguna Verde.  Clearly 

this strategy has been accelerated dramatically.  We refrain from adjusting our 

three-year target, awaiting the release of the scoping study and the Resource 

adjustment for Laguna Verde 5 .  If company management maintain their 

ambitious timeline, CTL could be cashflow positive in four to five years, with 

40 to 45% EBITDA margins (assuming a long-term price of $20k/t LCE), and 

a three to four decade mine-life (at both sites).  We remind that LKE are 

currently valued ~£670m, whilst CTL is a mere ~£17m.  

 
5 To account for enlargement of the tenement package, which will be the second resource upgrade for Laguna Verde this year 
(the first will be moving resources from Inferred to Measured and Indicated under JORC code). 

Figure 11: Spot price for battery grade 99.5% Li2CO3 (cif China, Japan & Korea) over the past two 

months have averaged 476,000 Yuan (~US$70k/t LCE).  Despite general market weakness and 

lower than expected EV sales due to ongoing global chip shortages, merely reinforces our view 

that this structural shortage in lithium is unlikely to dissipate any time before 2030. 

 

 

Source: TradingEconomics (2022) 
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Research Disclaimers 

 
Disclaimer - Important Information  
 

This document is not independent and should not be relied on as an impartial or objective assessment of its subject matter.  Given the 

foregoing, this document is deemed to be a marketing communication for the purpose of the European Markets in Financial Instruments 

Directive (MiFID), the Financial Conduct Authority’s Rules and Dubai Financial Services Authority’s Conduct of Business Rules and as such 

has not been prepared in accordance with legal requirements designed to promote the independence of investment research and Fox-

Davies Capital is not subject to any prohibition on dealing ahead of dissemination of this document as it would be if it were independent 

investment research. 

In Fox-Davies Capital's view this document is considered as "acceptable minor non-monetary benefit" under MiFID II as it is either: (i) "non-

substantive short-term market commentary"; and/or (ii) making a brief reference to existing Fox-Davies Capital research and, as such, is in-

and-of-itself non-substantive; and/or (iii) paid for by a corporate issuer or potential corporate issuer as part of a contractual engagement 

with Fox-Davies Capital. 

This document is protected by international copyright laws and is for the recipient's use in connection with considering a potential business 

relationship with Fox-Davies Capital only. This document and any related materials are confidential and may not be distributed or 

reproduced (in whole or in part) in any form without Fox-Davies Capital’s prior written permission. 

This document should not be construed in any circumstances as an offer to sell or solicitation of any offer to buy any security or other 

financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating 

to such action. 

This document is not based upon detailed analysis by Fox-Davies Capital of any market; issuer or security named herein, has not been 

independently verified and does not constitute a formal research recommendation, either expressly or otherwise.  This document has no 

regard for the specific investment objectives, financial situation or needs of any specific entity. Fox-Davies Capital and/or connected persons 

may, from time to time, have positions in, make a market in and/or effect transactions in any investment or related investment mentioned 

herein and may provide financial services to the issuers of such investments.  

The information contained herein is based on materials and sources that we believe to be reliable, however, Fox-Davies Capital makes no 

representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained 

herein. Opinions expressed are our current opinions as of the date appearing on this material only. Any opinions expressed are subject to 

change without notice and Fox-Davies Capital is under no obligation to update the information contained herein or to correct any 

inaccuracies in this document which may become apparent. Neither Fox-Davies Capital nor any of its directors, members, advisers, 

representatives, officers, agents, consultants or employees makes, or is authorised to make any representation, warranty or undertaking, 

express or implied, with respect to the information or opinions contained in it and none of them shall have any liability whatsoever for any 

indirect or consequential loss or damage arising from any use of this document. This document is being provided to you for information 

purposes only. This document has been prepared by the author based upon information sources believed to be reliable and prepared in 

good faith. 

All statements of opinion and/or belief contained in this document and all views expressed and all projections, forecasts or statements 

regarding future events or possible future performance represent Fox-Davies Capital’s own assessment and interpretation of information 

available to it as at the date of this document. This document and any related materials may include certain forward-looking statements, 

beliefs or opinions. By their nature, forward-looking statements involve risk and uncertainty because they relate to events and depend on 

circumstances that will occur in the future. There can be no assurance that any of the results and events contemplated by the forward-

looking statements contained in the information can be achieved or will, in fact, occur. No representation is made or any assurance, 

undertaking or indemnity given to you that such forward looking statements are correct or that they can be achieved. 
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This report has been approved in the UK by Fox-Davies Capital Limited solely for the purposes of section 21 of the Financial Services and 

Markets Act 2000.  In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who 
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This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or 

use would be contrary to local Jaw or regulation. In particular, the information contained in this document is not for publication, release or 

distribution, and may not be taken or transmitted into: (i) the United States or its territories or possessions, or distributed, directly or 

indirectly, in the United States, its territories or possessions or to any U.S. person as such term is defined in Regulation S of the Securities 

Act; or (ii) Australia, Canada, Japan, New Zealand or the Republic of South Africa. Any failure to comply with this restriction may constitute 

a violation of United States, Canadian, Japanese, New Zealand or South African securities law. Further, the distribution of this document in 

other jurisdictions may be restricted by law, and persons into whose possession this document comes are required to inform themselves 

about, and observe, any such restrictions. 

Investments in general involve some degree of risk, including the risk of capital loss. The value of investments contained herein may go up 

or down. Where investment is made in currencies other than the base currency of the investment, movements in exchange rates will have 

an effect on the value, either favourable or unfavourable. Securities issued in emerging markets are typically subject to greater volatility 

and risk of loss.  The services, securities and investments discussed in this document may not be available to nor suitable for all investors. 

Investors should make their own investment decisions based upon their own financial objectives and financial resources and, if in any 

doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance and an investor 

may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency, 

movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. 

When we comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding than the 

Official List of London Stock Exchange plc, the risks are higher. Furthermore, the marketability of these shares is often restricted. 

Fox-Davies Capital and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such 

business from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies that is not 

reflected in this material and Fox-Davies Capital may have acted upon or used the information prior to or immediately following its 

publication. In addition, Fox-Davies Capital, the directors and employees thereof and/or any connected persons may have an interest in the 

securities, warrants, futures, options, derivatives or other financial instrument of any of the companies referred to in this document and 

may from time-to-time add or dispose of such interests. Neither the whole nor any part of this material may be duplicated in any form or 

by any means. Neither should any of this material be redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital. 

Fox-Davies Capital Limited is authorised and regulated by the Financial Services Authority and is a member of the London Stock Exchange.  

Fox-Davies Capital (DIFC) Limited is authorised and regulated by the Dubai Financial Services Authority. 

Fox-Davies 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.  Any failure to 

comply with this restriction may constitute a violation of the relevant country’s laws for which Fox-Davies Capital does not accept any 

responsibility. 

Please note that unless otherwise stated, the share price used in this publication is taken at the close of business for the previous day.  This 

document has been prepared on the basis of economic data, trading patterns, actual market news and events, and is only valid on the date 

of publication.  
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