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Company Profile: Advantage Lithium Corp is focused on 
developing its 75% owned Cauchari lithium project, 
located in Jujuy, Argentina.  The Company also owns 
100% interest in three additional lithium exploration 
properties in Argentina: Antofalla, Incahuahsi, and 
Guayatayoc. The Company is headquartered in 
Vancouver, British Columbia 

ADVANTAGE LITHIUM CORP. 
Site Visit to Cauchari – Supportive of Our Thesis; Advantage Moving Ahead Quickly 

EVENT 

Last week we visited Advantage Lithium’s 75%-owned Cauchari 
Project in Jujuy Province, Argentina.  The site visit highlighted 
the high level of activity in the district, the speed with which 
Advantage is progressing and the overall size and potential of 
the project.   

BOTTOM LINE 

We maintain our BUY rating and $2.00 target price for 
Advantage Lithium.  We expect Advantage to rerate higher 
towards our target price as it passes several significant 
milestones in the near-term. 

FOCUS POINTS 

▪ Strategic Land Package:  Advantage Lithium’s flagship 
Cauchari Project has over 28,000 ha covering the Cauchari 
basin in Jujuy, Argentina.  The property adjoins the Olaroz 
properties, where Orocobre (ORE-ASX; not covered) has 
a newly commissioned lithium operation, and flanks the 
Cauchari-Olaroz project of Lithium Americas (LAC-TSX; 
not covered) and SQM (SQM-NYSE; not covered) which 
is currently under construction.  

▪ Established Partner:  Advantage Lithium’s JV partner on 
the project is Orocobre Ltd. providing AAL the benefit of 
its experience and access to its development team which 
should allow it to fast track Cauchari to production. 

▪ Near Term Catalysts:   

- Resource Update (May 2018): Should see the 
resource increase from 470kt lithium carbonate 
equivalent (LCE) towards our estimated 2.64Mt LCE. 

- Preliminary Economic Assessment (Q3/18): 
Should support our conceptual model of a US$360M 
lithium operation producing 20,000 tpa lithium 
carbonate with an IRR of over 20%.  

- Phase III Drilling (H2/18): Drill results & upgraded 
resource demonstrating further upside potential.  

- Definitive Feasibility Study (H1/19): Key de-risking 
milestone paving way for project financing. 

 

 

  

  

  

Recommendation: BUY

Symbol/Exchange: AAL-TSXV

Sector: Metals & Mining

All dollar values in C$ unless otherwise noted.

Current price: $1.12

One-year target: $2.00

Target return: 79%

52-week Range: $0.36 - $1.42

Financial Summary

Market Cap (C$M) 157.8

Cash & Equivalents ($M) 13.5

Debt ($M) 0.0

Basic Shares O/S (M) 140.9

Fully Diluted Shares O/S (M) 166.8

Avg. Weekly Volume (k) 188
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SITE VISIT TO CAUCHARI   

Last week we visited Advantage Lithium’s 75%-owned Cauchari lithium brine 
project located in Jujuy Argentina.  We were hosted by Mr. Andy Robb, VP 
Project Development and the team at the project site. Mr. Robb has a key role in 
advancing the Cauchari Project through the scoping study and future engineering 
phases.   In addition to senior roles with BHP Billiton (BBL-NYSE; not covered)  
and AMC Consulting, during the period 2013-16 Andy was VP South America 
and Project Director for Enirgi Group Corporation and was instrumental in the 
completion of the NI43-101 compliant Definitive Feasibility Study for the 
Rincon lithium brine project located in Salta. We toured the camp site and several 
drill rigs and collars on both the NW and SE property areas providing a good 
overview and scope of the project, its strategic location and upside potential. 

The Cauchari property includes 28,000ha covering the Cauchari located in the 
Puna region of the province of Jujuy at an altitude of ~3900m above sea level. 
Travel to the site was quite easy (and scenic) as the project area is well-located 
beside a paved highway ~230km west of the capital city of Jujuy. Infrastructure 
in the vicinity is generally good as the highway continues on to the major mining 
center of Calama and the port of Mejillones in northern Chile, a major port for 
the export of mineral commodities and import of mining equipment.  Gas 
pipelines and power run within 60km to the north and south of the project and 
there is also a solar power plant under development in the area.  (Exhibit 1).  So 
while no deals for power or gas have yet been struck by Advantage, the visit 
confirmed there are options and opportunities nearby. 

Exhibit 1: Advantage Lithium Property Location Map 

 
Source: Advantage Lithium 
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The Cauchari Project is located in Argentina’s most active new lithium producing 
district.  Advantage Lithium’s NW property is situated about 10km from 
Orocobre’s new lithium processing facility in the neighboring the Olaroz Basin 
and lies directly south of and adjoins these properties. Orocobre is currently in 
production with a capacity of 17,500 tpa LCE with planned expansion to 42,500 
tpa.  AAL’s Cauchari project also flanks the Cauchari-Olaroz Lithium Project 
which is being developed by a joint venture between lithium giant Sociedad 
Química y Minera de Chile S.A and Lithium Americas which is targeting 
production of 50,000 tpa of LCE.  We saw that construction activities were well 
underway during our visit.  

Exhibit 2: Orocobre’s Olaroz Lithium Project North of Cauchari 

 

Source: Orocobre Ltd. 

 

While AAL’s properties appear small by aerial comparison, they are quite large 
once on the ground with plenty of area for AAL to develop its own ponds and 
plant, independent of the LAC/SQM and Orocobre projects.  More importantly, 
the recently completed Phase II drill program has demonstrated that the lithium-
brine reservoir extends to over 600m on AAL’s ground (Exhibits 3 & 4) 
supporting our expectation of a 2.64M tonne LCE resource (see May 11 initiation 
report). 

https://urldefense.proofpoint.com/v2/url?u=http-3A__www.cantorcanada.com_pdfFiles_20180511AAL.pdf&d=DwMFaQ&c=3v6EBbtpnn9A7jIZYjOw6KN7Pe17WoimzcinOq2Xztg&r=fkovwb3ThasU6T91xLmqeEADrye-u8zjVbXyFOLFihc&m=men1fWwAfhebT59pVSNazh7QqhaSpyVNSv8BurC7Bb8&s=GfFNiviVGISuHmYr0SeUrjFXDGeqkW92NP1ABMzFNRQ&e=
https://urldefense.proofpoint.com/v2/url?u=http-3A__www.cantorcanada.com_pdfFiles_20180511AAL.pdf&d=DwMFaQ&c=3v6EBbtpnn9A7jIZYjOw6KN7Pe17WoimzcinOq2Xztg&r=fkovwb3ThasU6T91xLmqeEADrye-u8zjVbXyFOLFihc&m=men1fWwAfhebT59pVSNazh7QqhaSpyVNSv8BurC7Bb8&s=GfFNiviVGISuHmYr0SeUrjFXDGeqkW92NP1ABMzFNRQ&e=
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Exhibit 3: AAL Ground Relative to Neighbors 

 

Source: Advantage Lithium 

 

Exhibit 4: Schematic Section Showing Continuity of Cauchari Basin 

 
Source: Advantage Lithium 
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Resource Set to Expand Significantly: A resource update is expected 
imminently and our current estimate is for 2.64Mt LCE with an average grade of 
471 mg/l based on Phase II drilling and company guidance.  The existing 
resource, currently confined to the upper part of the SE section contains an 
estimated 230 Mm3 of brine at ~380 mg/l Li in the inferred category equivalent 
to 470,000t of lithium carbonate.   Prior to the current drilling, AAL work had 
suggested that the combined exploration target in the Cauchari JV both NW and 
SE properties to be within a range of 0.25 - 5.60 Mt of lithium carbonate for the 
lower and upper ranges.  We have taken the basis of those parameters along with 
current drilling to arrive at an estimate for the upcoming resource of 2.64Mt of 
lithium carbonate with an average lithium concentration of 480 mg/l. Our 
estimate falls about midway within the Company’s estimated range and represents 
a potential 5.6x increase in resource (Exhibit 5).  

Exhibit 5. Current Resource and Resource Potential  
 

 
Source: Advantage Lithium, Cantor Fitzgerald 

 

Project Timeline:  Advantage has set an aggressive timeline to production for 
its Cauchari project looking to construction starting in 2019 that would allow first 
production in 2021 (Exhibit 6).  While this may seem optimistic, things are 
moving quickly and the company remains on track to deliver a PEA by mid-year.  
There are some additional hires needed and the camp will need to be expanded 
but this appears well under-control.  Also, the project and Company benefits 
from proven engineering and the established infrastructure at the neighboring 
Olaroz project.  

Category Area Average 

Thickness

Mean Specific 

Yield (Sy)

Brine 

Volume

Lithium 

Grade

Lithium 

Metal

Lithium 

Carbonate

km2
m % Mm3

mg/l t t

Existing Resource - SE Area

North 0-170m Inferred 19.69 170 6.10% 204 400 81,600       434,357              

South 0-50m Inferred 11.35 50 4.60% 26 260 6,760         35,983                

Combined Inferred 31.04 5.93% 230 384 88,360       470,340              

Estimated 2018 Resource

NW TARGET AREA

Northern Part - Low n/a 22 150 2.0% 66 260 17,160       91,343                

Northern Part - High n/a 22 300 13.0% 858 600 514,800     2,740,280          

Northern Part - Mean n/a 22 225 7.5% 371 430 159,638     849,750              

Souther Part - Low n/a 2.4 200 2.0% 10 260 2,496         13,286                

Southern Part - High n/a 2.4 300 13.0% 94 600 56,160       298,940              

Southern Part - Mean n/a 2.4 250 7.5% 45 430 19,350       103,000              

Total NW Target Area - Mean n/a 24.4 238 7.5% 416 430 178,988     952,750              

NW Target Area- Cantor Estimate n/a 24.4 180 7.0% 307 450 138,348     736,426              

SE TARGET AREA

Northern Part - Low n/a 19.69 180 2.0% 71 260 18,430       98,102                

Northern Part - High n/a 19.69 180 13.0% 461 537 247,421     1,317,020          

Northern Part - Mean n/a 19.69 180 7.5% 266 398.5 105,927     563,851              

Souther Part - Low n/a 11.35 220 2.0% 50 260 12,984       69,116                

Southern Part - High n/a 11.35 300 13.0% 443 537 237,703     1,265,293          

Southern Part - Mean n/a 11.35 260 7.5% 221 398.5 88,198       469,478              

Total SE Target Area- Mean n/a 31.04 220 7.5% 487 398.5 194,125     1,033,329          

SE Target Area- Cantor Estimate n/a 31.04 400 6.0% 745 480 357,581     1,903,403          

Cauchari Resource - Cantor Estimate n/a 55.44 302 6.3% 1,052          471 495,929     2,639,829          
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Exhibit 6. Project Timeline  

 
Source: Advantage Lithium 

 

Phase III Program Underway:  Although the resource and PEA have yet to be 
delivered, Advantage is continuing to push ahead at Cauchari to keep to its 
aggressive schedule.  A planned and funded  ~2,000m drill program is underway 
with the goal of further defining the resource limits of the Cauchari salar with 
drilling equipment capable of reaching depths of greater than 600m.  The Phase 
III drilling program will continue through 2018, to fully include the deep sand 
unit in a further resource update planned for late 2018, supporting the Definitive 
Feasibility Study.  This program should upgrade the resource and demonstrate 
further upside potential, possibly up to an additional 1-2Mt LCE.  
 

Exhibit 7: CAU-07 Setup for Further Drilling; LAC/SQM Background 

 
Source: Cantor Fitzgerald 
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MODEL AND TARET UNCHANGED  

Conceptual Model for Cauchari Lithium Project Unchanged:  We continue 
with our base assumption that AAL successfully expands the resource towards 
2.64Mt which is more than adequate to support a sizeable brine operation on par 
with neighboring projects.  We assume production starting in 2021 ramping up 
to 20,000 tpa LCE by 2023 and with costs ramping down to US$3,000/t LCE 
produced. For capex we assume US$360M based on comps at US$18,000/t of 
LCE capacity.  Based on our price deck which sees long-term lithium prices at 
US$10,000/tonne Li3CO3 (battery grade), we arrive at a project NPV8% of 
US$566M (100% basis, start of construction) and IRR of 23.7%.     

Exhibit 8. Project Summary 

Source: Cantor Fitzgerald, Company Reports 

 

 

NAV-Based Target Unchanged: We maintain our BUY Rating and $2.00 price 
target on Advantage Lithium. Our price target is derived from a 0.6x NAV8% 
multiple to capture the conceptual nature of the model and development stage.  
However, we expect the multiple to expand and the stock to rerate higher towards 
as the project is de-risked through the delivery of an updated resource and an 
initial PEA, both expected in the near–term.   

Company AAL LAC-SQM ML ORE ORE

Project Cauchari Cauhcari-Olaroz Pastos Grandes Olaroz Olaroz

Study 2018e 2017 PFS 2018 PEA 2011 DFS Operation

Resource

Resource Category Cantor Est. Reserve M&I M&I M&I

Resource Estimate Mt LCE 2.6 1.5 2.13 6.4 6.4

Li content mg/l 471 698 445 690 690

Mg/Li ratio 2.5 2.4 6.3 2.4 2.4

Drainable Porosity 6.3% n/a 9.5% 9.6% 9.6%

Operation

First Production 2021 2019 2021 2014 2014

Ramp-Up years 3 3 3 3 4

LOM years 40 40 24 40 40

Annual Production LCE tpa 20,000               25,000                        25,000                     16,400              17,500              

Unit Cost $/t LCE 3,000                  2,495                          3,218                       1,512                4,336*

Capital

Capex $M 360                     425 410 207 311

Sustaining Capex $M 140                     175.4 76.2 48 -

Capex/tLCE 18,000               17,000                        16,400                     12,622              17,771              

Economics

Li2CO3 Price $/t LCE 10,000               10,000                        13,499                     6,160                -

NPV8% $M 566 807 824 415 -

NPV10% $M 358 564 607 273 -

IRR % 23.7% 24% 23% 26% -

*Last reported; revised targets are $3,500/t and lower with expansion but unusual conditions in 2017 led to lower evaporation rates and production.
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Exhibit 9: NAV Summary for Advantage Lithium 

 
Source: Cantor Fitzgerald 

 

CATALYSTS 

We anticipate several near-term events that should act as positive catalysts for the 
stock price and move it towards our target of $2.00/shr. These catalysts include: 

1) Increased Resource – Q2/18: Advantage has recently completed its Phase 
II drill program and is targeting Q2/18 for a resource update. Our estimate 
for the upcoming resource is 2.6Mt of lithium carbonate with an average 
lithium concentration of 514 mg/l. This is a significant increase from the 
current 470.3kt resource at 383 mg/l.   

2) Preliminary Economic Assessment – Q3/18:  The resource update should 
be followed by a preliminary economics assessment in Q3/18.  We are 
expecting the PEA to outline a US$360M project producing 20,000 tpa LCE 
with costs in the US$3,000/t LCE range and IRR of about 23.7%.  

3) Phase III Program– H2/18:  The planned and funded  ~2,000m drill 
program has been designed to define the resource limits of the Cauchari 
salar with drilling equipment capable of reaching depths of greater than 
600m.  The Phase III drilling program will continue through 2018, to fully 
include the deep sand unit in a further resource update planned for late 
2018, supporting the Definitive Feasibility Study.  This program should 
upgrade the resource and demonstrate further upside potential.  
 

4) Definitive Feasibility Study – Q1/19:  The Company is targeting Q1/19 
to deliver a definitive feasibility study for the Cauchari project. This would 
allow them to fast-track the project to production. This will be a key de-
risking milestone paving way for project financing. 

  

(C$ million, unless otherwise indicated)

Mining Assets Ownership Valuation

($M) C$/sh

Cauchari 75% DCF8% 497.5 3.12

Other 100% nominal 25.0 0.16

Total Mining Assets 522.5 3.28

Financial Assets

Working Capital2 20.7      0.13

Long-Term Debt 0 0.00

G&A (24.5) (0.15)

Net Financial Assets (3.8) (0.02)

Net Asset Value 518.7 3.26

Target Multiple 0.6x

Target Price per share1
2.00

  Basic shares outstanding (MM) 140.9
1Diluted shares outstanding(MM) 159.3

  Fully Diluted shares outstanding(MM) 166.8
2Includes 12-month ITM options and warrants

NAV 
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Disclaimers 

The opinions, estimates and projections contained in this report 
are those of Cantor Fitzgerald Canada Corporation. (“CFCC”) 
as of the date hereof and are subject to change without notice. 
Cantor makes every effort to ensure that the contents have been 
compiled or derived from sources believed to be reliable and that 
contain information and opinions that are accurate and 
complete; however, Cantor makes no representation or 
warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions which may be 
contained herein and accepts no liability whatsoever for any loss 
arising from any use of or reliance on this report or its contents. 
Information may be available to Cantor that is not herein. 

This report is provided, for informational purposes only, to 
institutional investor clients of Cantor Fitzgerald Canada 
Corporation, and does not constitute an offer or solicitation to 
buy or sell any securities discussed herein in any jurisdiction 
where such offer or solicitation would be prohibited. This report 
is issued and approved for distribution in Canada, CFCC., a 
member of the Investment Industry Regulatory Organization of 
Canada ("IIROC"), the Toronto Stock Exchange, the TSX 
Venture Exchange and the CIPF. This report is has not been 
reviewed or approved by Cantor Fitzgerald & Co., a member of 
FINRA. This report is intended for distribution in the United 
States only to Major Institutional Investors (as such term is 
defined in SEC 15a-6 and Section 15 of the Securities Exchange 
Act of 1934, as amended) and is not intended for the use of any 
person or entity that is not a major institutional investor. Major 
Institutional Investors receiving this report should effect 
transactions in securities discussed in the report through Cantor 
Fitzgerald & Co. 

Non US Broker Dealer 15a-6 disclosure: This report is being 
distributed by (CF Canada/CF Europe/CF Hong Kong) in the 
United States and is intended for distribution in the United 
States solely to “major U.S. institutional investors” (as such term 
is defined in Rule15a-6 of the U.S. Securities Exchange Act of 
1934 and applicable interpretations relating thereto) and is not 
intended for the use of any person or entity that is not a major 
institutional investor. This material is intended solely for 
institutional investors and investors who Cantor reasonably 
believes are institutional investors. It is prohibited for 
distribution to non-institutional clients including retail clients, 
private clients and individual investors. Major Institutional 
Investors receiving this report should effect transactions in 
securities discussed in this report through Cantor Fitzgerald & 
Co. This report has been prepared in whole or in part by research 
analysts employed by non-US affiliates of Cantor Fitzgerald & 
Co that are not registered as broker-dealers in the United States. 
These non-US research analysts are not registered as associated 
persons of Cantor Fitzgerald & Co. and are not licensed or 
qualified as research analysts with FINRA or any other US 
regulatory authority and, accordingly, may not be subject (among 
other things) to FINRA’s restrictions regarding communications 
by a research analyst with a subject company, public appearances 
by research analysts, and trading securities held by a research 
analyst account.

Potential conflicts of interest 

The author of this report is compensated based in part on the 
overall revenues of Cantor, a portion of which are generated by 
investment banking activities. Cantor may have had, or seek to 
have, an investment banking relationship with companies 
mentioned in this report. Cantor and/or its officers, directors 
and employees may from time to time acquire, hold or sell 
securities mentioned herein as principal or agent. Although 
Cantor makes every effort possible to avoid conflicts of interest, 
readers should assume that a conflict might exist, and therefore 
not rely solely on this report when evaluating whether or not to 
buy or sell the securities of subject companies. 

Disclosures as of May 22, 2018 

Cantor has not provided investment banking services or received 
investment banking related compensation from Advantage 
Lithium Corp. within the past 12 months.  

The analysts responsible for this research report do not have, either 
directly or indirectly, a long or short position in the shares or 
options of Advantage Lithium Corp. 

The analyst responsible for this report has visited the material 
operations of Advantage Lithium Corp. No payment or 
reimbursement was received for related travel costs.   . 

Analyst certification 

The research analyst whose name appears on this report hereby 
certifies that the opinions and recommendations expressed 
herein accurately reflect his personal views about the securities, 
issuers or industries discussed herein. 

Definitions of recommendations 

BUY: The stock is attractively priced relative to the company’s 
fundamentals and we expect it to appreciate significantly from 
the current price over the next 6 to 12 months. 

BUY (Speculative): The stock is attractively priced relative 
to the company’s fundamentals, however investment in the 
security carries a higher degree of risk. 

HOLD: The stock is fairly valued, lacks a near term catalyst, or 
its execution risk is such that we expect it to trade within a 
narrow range of the current price in the next 6 to 12 
months.  The longer term fundamental value of the company 
may be materially higher, but certain milestones/catalysts have 
yet to be fully realized. 

SELL: The stock is overpriced relative to the company’s 
fundamentals, and we expect it to decline from the current price 
over the next 6 to 12 months. 

TENDER: We believe the offer price by the acquirer is fair and 
thus recommend investors tender their shares to the offer. 

UNDER REVIEW: We are temporarily placing our 
recommendation under review until further information is 
disclosed. 

Member-Canadian Investor Protection Fund. 
Customers' accounts are protected by the Canadian Investor 

Protection Fund within specified  
limits. A brochure describing the nature and limits of coverage 

is available upon request.  

 

 


