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PAN AU Outperform
Price (at 05:10, 23 Feb 2022 GMT) A$0.26
Valuation AS$ 0.31

- DCF (WACC 7.8%, beta 1.3, ERP 5.0%, RFR 2.4%,
TGR 2.6%)

12-month target A$ 0.30
12-month TSR % +15.4
Volatility Index Very High
GICS sector Materials
Market cap A$m 533
30-day avg turnover A$m 0.7
Number shares on issue m 2,051

Investment fundamentals

Year end 30 Jun 2021A 2022E 2023E 2024E
Revenue m 0.0 81.3 2242 2364
EBITDA m -16.2 2.8 67.5 74.1
EBIT m -22.2 -11.7 34.5 40.0
Reported profit m 0.3 -14.0 28.9 34.8
Adjusted profit m -222 -153 28.9 34.8
Gross cashflow m -16.2 -0.8 61.8 68.9
¢

CFPS -0.8 0.0 2.9 3.2
CFPS growth % 68.8 95.6 nmf 11.5
PGCFPS X nmf nmf 8.9 8.0
PGCFPS rel X nmf nmf 0.98 0.95
EPS adj ¢ -1.1 -0.7 1.4 1.6
EPS adj growth % 75.5 33.6 nmf 20.7
PER adj X nmf nmf 19.2 15.9
PER rel X nmf nmf 1.25 1.17
Total DPS ¢ 0.0 0.0 0.0 0.0
Total div yield % 0.0 0.0 0.0 0.0
ROA % -10.9 -4.3 8.6 8.3
ROE % -13.3 -8.1 11.7 11.4
EV/EBITDA x -37.1 2151 9.1 8.3
Net debt/equity % -10.8 33.7 8.4 -7.3

PAN AU rel Small Ordinaries performance, &
rec history
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Note: Recommendation timeline - if not a continuous line, then there was no
Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, February 2022
(all figures in AUD unless noted)

Analysts
Macquarie Securities (Australia) Limited

/ Hayden Bairstow +61 439 889 321
i hayden.bairstow@macquarie.com

<4

Jon Scholtz +61 400 036 617

jon.scholtz@macquarie.com

Andrew Bowler +61 448 433 736
I3 andrew.bowler@macquarie.com

Austin Yun, CFA +61 457 429 116
austin.yun@macquarie.com

Australia

Panoramic Resources (PAN AU)
Ramp up under way

PAN’s 1HFY22 result was better than we had expected due to higher levels
of capitalised costs.

Production rates at Savannah are ramping up with the second concentrate
shipment completed earlier this month.

Moving to two shipments per quarter will see PAN start to generate strong
cash flow and we retain our Outperform rating.

Event

o PAN'’s 1HFY22 earnings result was better than we had expected due to more
expenses being capitalised during the ramp up phase.

Impact

e Earnings result better than expected: PAN reported a modest net profit of
A$1.2m in the 1HFY22, materially better than our forecast loss of A$29.7m.
The variance was attributable to a higher level of operating costs being
capitalised during the period, which saw only one shipment completed in
December, than we had anticipated.

e Cash flow was broadly in line: Despite the larger variance in earnings, we
note that the free cash outflow for the half and PAN’s net debt position of
A$70.4m (including lease liabilities) was within $4m of our forecast. There was
a large variance in operation cash flow, driven by the cost capitalisation
difference.

Earnings and target price revision

e We narrow our forecast loss for PAN by 63% in FY22E after incorporating the
stronger 1HFY22 result. We have not made any material changes to our base
case assumptions with our FY23 -FY26E earnings forecasts moving less than
1% each year.

e Our A$0.30 price target remains unchanged. Movements in nickel prices and
delivering on its shipment targets present key risks to our base case earnings
forecasts and valuation for PAN.

Price catalyst
e 12-month price target: A$0.30 based on a 1.0x NPV methodology.

e Catalyst: Confirmation of additional shipments from Savannah present a key
near-term catalyst for PAN.

Action and recommendation

e Maintain Outperform: PAN’s 1HFY22 earnings results was better than we had
expected with the variance due to higher levels of costs being capitalised during
the ramp up period compared to our base case. PAN’s net debt at the end of
December was broadly in line with our forecasts. The lifting of the Western
Australian border should enable PAN to ramp up mining and stoping rates as the
company is heavily reliant on Northern Territory based workforce. A spot price
scenario generates +200% higher earnings for FY23E and FY24E.

Please refer to page 6 for important disclosures and analyst certification, or on our website

www.macquarie.com/research/disclosures.



http://www.macquarie.com/research/disclosures
https://www.macquarieresearch.com/directory/people/details?analystId=3881
mailto:hayden.bairstow@macquarie.com
https://www.macquarieresearch.com/directory/people/details?analystId=5554
mailto:jon.scholtz@macquarie.com
https://www.macquarieresearch.com/directory/people/details?analystId=5116
mailto:andrew.bowler@macquarie.com
https://www.macquarieresearch.com/directory/people/details?analystId=6076
mailto:austin.yun@macquarie.com

Macquarie Research
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Fig 1 1HFY22 earnings result overview

What we liked

What we didn’t like

What we thought was interesting

Revenue a beat

e PAN reported 1HFY22 revenue of A$21.6m e
which was 13% ahead of our expectations. We
note that PAN only recorded one shipment in
1HFY22 following the restart of Savannah.

Free cash flow variance minimal

e The free cash outflow of A$50.1m was within
A$4m of our expectations, despite the °
variance in operating cash flow.

Net debt marginally lower

e PAN reported net debt of A$70.4m (including
lease liabilities) at the end of 1HFY?21 which

was 4% better than our expectations.

°
Shipments to accelerate in 2HFY22

e PAN shipped 0.70kt of contained nickel in
1HFY22 and expects to ship 7-10kt of
concentrate in 2HFY?22 over 4 shipments.

Strong share price performance

e Nickel prices increased strongly in the CY21,
and PAN saw a doubling of its share price as it
re-risked towards the restart of production and
sales.

Earnings differ due to accounting treatment

PAN reported a modest net profit of A$1.2m in e

the 1HFY22, materially better than our
forecast loss of A$29.7m. The variance was
attributable to a higher level of operating costs
being capitalised during the period

Ore mined below expectations in 2Q

PAN’s 2QFY22 result was mixed. Ore mined
of 76.4kt was 31% lower than we had forecast
while average grades mined of 1.03% for
nickel, 0.57% for copper and 0.07% for cobalt
were broadly in line with our estimates.

Labour shortage impacting mining

PAN noted that labour shortages are likely to
impact mining with underground activity to
focus on development over production in
December and January. Western Australia
border reopening is a key catalyst to relieve
the labour stress.

First shipment in December

PAN’s first shipments from Savannah
occurred in late December, with delivery to
Jinchuan in China.

Second shipment in February

PAN completed its second concentrate
shipment from Savanah in mid-February. The
shipment had a value of A$20.7m, and the
receipt of this cash will reduce PAN’s near-
term funding pressure during the ramp up
phase

First stope mined at Savannah North

e The first stope has been mined form the

Savannah North deposit and paste fill
preparation is now underway. Grade control
drilling at Savanah North has confirmed
continuity of mineralisation and has increased
confidence in the reserve model and stope
designs

Material upside at spot prices

Buoyant nickel prices continue to drive
earnings upside risk and we note that a spot
price scenario generates +200% higher
earnings for FY23E and FY24E, respectively

Source: PAN, Macquarie Research, February 2022

Earnings result better than expected

e PAN reported a modest net profit of A$1.2m in the 1HFY22, materially better than our forecast loss of
A$29.7m. The variance was attributable to a higher level of operating costs being capitalised during the
period, which saw only one shipment completed in December, than we had anticipated.

o Despite the larger variance in earnings, we note that the free cash outflow for the half and PAN’s net
debt position of A$70.4m (including lease liabilities) was within $4m of our forecast. There was a large
variance in operation cash flow, driven by the cost capitalisation difference

Fig 2 Earnings loss better than we expected

Interim 1H22e Actual Var
Sales Revenue (A$m) 19.1 21.6 13%
EBITDA (A$m) (24.3) 3.8 nm
EBIT (A$m) (28.6) 0.6 nm
Underlying profit (A$m) (29.7) (0.1) nm
Net Profit (A$m) (29.7) 1.2 nm
DPS (Ac) 0.0 0.0 nm
Operating Cash Flow (A$m) (42.9) (16.0) (63%)
Free Cash Flow (A$m) (54.2) (50.1) (8%)
Net Cash/(Debt) (A$m) (73.0) (70.4) (4%)

Source: Macquarie Research, February 2022
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Reducing forecast loss for FY22

e We narrow our forecast loss for PAN by 63% in FY22E after incorporating the stronger 1HFY22 result.
We have not made any material changes to our base case assumptions with our FY23 -FY26E earnings
forecasts moving less than 1% each year. Our A$0.30 price target remains unchanged

Fig 3 Narrowing FY22 forecast loss

Y/E June FY22e FY23e FY24e FY25e FY26e NPV
Net profit (A$m) - old (40.6) 29.0 34.9 65.9 84.5 0.30
Net profit (A$m) - new (15.3) 28.9 34.8 65.9 84.6 0.30
Change (63%) (1%) (0%) (0%) 0%

Source: PAN, Macquarie Research, February 2022

PAN'’s share price has underperformed nickel prices

e PAN’s share price has remained relatively flat in 2022, significantly underperforming spot nickel prices,
which have risen 14% in both US$ and A% over the same period. We estimate PAN'’s share price is
factoring in a spot nickel price around US$7.00/Ib assuming spot prices for copper, cobalt and the
A$/USS.

Fig 4 PAN'’s share price has underperformed nickel prices Fig 5 PAN'’s share price currently factoring in a US$7.00/Ib
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Risks

e Our production ramp-up and costs assumptions are the key risks to our forecasts for PAN. Movements
in nickel, copper and cobalt prices that vary compared to our forecasts also present risk to our earnings
estimates and valuation for PAN

24 February 2022 3
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Fig 6 Savannah production by commodity Fig 7 Savannah AISC vs nickel price
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Fig 8 Revenue mix — Macquarie forecasts

Fig 9 Revenue mix — Spot prices
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Fig 10 PAN cash build vs market cap

Fig 11 PAN NPV breakdown
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Fig 12 PAN summary financials

Panoramic Resources

ASX: PAN Price: (A$ps) A$0.26 Year end: Jun Rating: Outperform Up/dn TSR
Mkt cap: (A$m) 533 Diluted shares (m) 2,051 Target: A$0.30 15% 15%

ASSUMPTIONS FY21 FY22e FY23e FY24e FY25e FY26e @ ATTRIBUTABLE MINE OUTPUT FY20 FY21 FY22e FY23e FY24e FY25e FY26e

Exchange Rate A$/USS$ 0.75 0.73 0.74 0.71 0.71 0.70 Production forecasts

Nickel Price US$/lb 7.39 8.89 8.50 8.62 8.96 9.30 Nickel in concentrate (kt) 34 0.0 2.8 8.4 8.5 9.4 9.8

Nickel Price A$/lb 9.88 1217 1157 1210 1271 13.28 Copper in concentrate (kt) 22 0.0 1.9 4.8 4.8 53 54

RATIO ANALYSIS FY21 FY22e FY23e FY24e FY25e [R®LEY  Cobaltin concentrate (kt) 0.2 0.0 0.2 0.7 0.7 0.7 0.8

Diluted share capital m 2,0509 2,1258 2,1258 2,1258 2,1258 2,125.8

EPS (diluted and pre sig. items) Ac¢ 1.1) 0.7) 1.4 1.6 3.1 4.0 Costforecasts

P/E X nm nm 19.2x 15.9x 8.4x 6.5x Cl1 cash costs (A$/Ib) 14.54 nm 8.90 5.32 5.39 4.47 4.13

CFPS Ac¢ 0.9) (0.4) 2.8 3.2 45 55 AISC (A%/Ib) 17.67 nm 1152 7.11 7.21 6.12 5.75

P/CF X (30.2x) (71.8%) 9.4x 8.2x 5.8x 4.7x AISC (US$/Ib) 11.85 nm 8.42 5.22 5.14 4.32 4.03

DPS At 0.0 0.0 0.0 0.0 0.0 pXVI OPERATIONAL OUTLOOK

Dividend yield % 0.0%  00% 00% 00%  00% 7.7%] 250 Savannah (kt) = | anfranchi (kt) Cash costs (A$/Ib) AISC (A$/b) 20.0

Franking Level % 0% 0% 0% 0% 0% 0% 18.00

Book value per share X 0.08 0.10 0.13 0.15 0.19 0.23

P/Book value X 3.2x 2.7x 1.9x 1.7x 1.4x 11x 20 1e.0c

R.O.E. (pre sig items) % (13%) (7%) 10% 11% 16% 17% 14.0¢

R.O.A. (pre sig items) % (11%) (3%) 8% 8% 12% 13%  15.0 4 12.0¢

Interest Cover X (1,166x) nm 6x 8x 15x 23x 10.0¢

EBITDA per share A$ps (001) 000 003 003 005 006 | I I - 800

EV/EBITDA X nm nm 8.7x 7.2x 4.3x 2.8x l 1 . =N

Free cash flow Yield % %) (10%) 8% 9%  14% 18% - 6.00

5.0 4.00

EARNINGS FY21 FY22e FY23e FY24e FY25e FY26e 2.00

Sales Revenue A$m 0 81 224 236 274 298 0.0 0.00

Other Revenue A$m 2 0 0 0 0 0 P RO R DR800 D 42 62 18 (@ ? A% 9P o &2 N8 42 o2 W@ P

Total Revenue A:m 2 81 224 236 274 298 FEEES e (‘ﬁ(‘%ﬁ‘?\{0‘5Wi&dﬁﬁdﬁﬁd&\%\‘5{2&«@2&

ssmoan  G) a9 G as) a6y

Operational EBITDA A$m (10) 10 76 82 114 133 3500 4

Exploration Expense/Write-offs ~ A$m @) @) 1) @ o) o) Nickel (A$m) ¥ Copper (A$m) Cobalt (ASm)

Corporate & Other Costs A$m 7) 7) (8) (8) ) (9) 30007

EBITDA A$m 17) 2 66 73 104 123 250.0 4 ||

D&A A$M (5) (14) (32) (33) (34) (35) I I I I

EBIT A$m (22) (12) 35 40 70 88 2000 I I I I I

Net Interest A$m 0) @) ) (5) (5) (4) [ | I I

Profit Before Tax A$m (22) (15) 29 35 66 85 150.0 7

Tax Expense A$M 0 0 0 0 0 0 B LN | i | | [ |

Minorities A$m 0 0 0 0 0 0o . | i [ |

Adjusted NPAT A$m (22) (15) 29 35 66 85 g0 E n

Significant tems (post tax) A$m 22 1 0 0 0 0 | |

Reported NPAT A$m 0 (14) 29 35 66 85 0.0 =

dﬁ@%ﬁ&%\%«"i«"’}(«'%k"%di-x"é(ﬁ%ﬁ(«'i(i«ﬁ«”zﬁi\n&j @‘f{%ﬁ(ﬁj{%@?@fﬁé&?ﬁfﬁ?@°

CASHFLOW FY21 FY22e FY23e FY24e FY25e FY26e | RESERVES AND RESOURCES (ATTRIBUTABLE)

Net Profit A$m 0 (14) 29 35 66 85 [Savannah Reserves

Interest/Tax'D&A A$m 5 14 32 33 34 34 Commodity (kt) Mt % Ni  Ni (kt)

Working Capital/other A$m (23) 8) ) 0) 3) (2) Nickel 8.3 1.23% 101.8

Net Operating Cashflow A$m (18) ()] 59 67 96 117 Copper 059% 485

Capex A$m (12) (52) (19) (19) (18) (17) Cobalt 0.09% 7.6

Investments A$m 24 5 2 0 0 0

Sale of PPE and Other A$m 0 0 0 0 0 0 |Savannah Resources

Free cash flow A$m (6) (55) 42 48 78 100 Commodity (kt) Mt %N Ni (kt)

Dividends Paid ASm 0 0 0 0 0 0 Nickel 135 156% 209.8

Debt A$m 1) 36 (5) (5) (5) (26) Copper 0.70% 94.2

Equity Issuance ASm 0 0 5 0 0 0 Cobalt 0.10% 13.7

Other A$m 0 0 0 0 0 0

Net Financing Cashflow A$m 1) 36 ) (5) (5) (26)

Net change in cash A$m @) (19) 41 43 73 74

BALANCE SHEET FY21 FY22e FY23e FY24e FY25e FY26e @ EQUITY DCF VALUATION Spot Prices Macquarie Forecasts

Cash A$m 24 6 47 90 163 238 Projects A$m  As$ps A$m  A$ps

PP&E & Mine Development ASm 166 236 222 208 192 175 Savannah Nickel 1,168 0.55 599 0.28

Exploration A$m 6 6 7 8 9 10 Nickel resources 186 0.09 138 0.06

Total Assets A$m 202 346 459 504 599 672 Investments 1 0.00 1 0.00

Debt A$m 6 76 71 66 61 35 New Equity 5 0.00 5 0.00

Total Liabilities A$m 35 138 174 177 190 173 Forwards 0 0.00 0 0.00

Total Net Assets / Equity A$m 167 208 285 327 408 499 Corporate (43) (0.02) (43) (0.02)

Net Debt / (Cash) A$m (18) 70 24 (24) (102 (202) Net cash (debt) 1 0.00 (50) (0.02)

Gearing (net debt/(nd + equity)) % (12%) 25% 8% (8%) (33%) (68%) Net Equity Value (@ 10.4% (nom) WACC) 1,318 0.62 649 0.31

Gearing (net debt/equity) % (11%) 34% 8% (7%)  (25%) (40%) Price Target (1.0x NPV) 0.30

Source: PAN, Macquarie Research, February 2022

24 February 2022 5



Macquarie Research

Panoramic Resources (PAN AU)

Important disclosures:

Recommendation definitions

Macquarie — Asia and USA

Outperform — expected return >10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie — Australia/New Zealand
Outperform — expected return >10%
Neutral — expected return from 0% to 10%
Underperform — expected return <0%

Note: expected return is reflective of a Medium Volatility
stock and should be assumed to adjust proportionately
with volatility risk

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high-highest risk — Stock should be
expected to move up or down 60-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.
* Applicable to select stocks in Asia/Australia/NZ

Recommendations — 12 months
Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 31 Dec 2021

AU/NZ Asia USA
Outperform 67.47%  65.68%  78.49%
Neutral 27.05% 22.88%  20.43%
Underperform 5.48% 11.44% 1.08%

PAN AU vs Small Ordinaries, & rec history
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(all figures in AUD currency unless noted)

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

(for global coverage by Macquarie, 7.30% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 3.57% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 1.06% of stocks followed are investment banking clients)

Note: Recommendation timeline — if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, February 2022

12-month target price methodology

PAN AU: A$0.30 based on a 1.0x NPV methodology

Company-specific disclosures:

Important disclosure information regarding the subject companies covered in this report is available publicly at
www.macquarie.com/research/disclosures. Clients receiving this report can additionally access previous recommendations (from the year prior to
publication of this report) issued by this report’s author at https://www.macquarieinsights.com.

Date Stock Code (BBG code) Recommendation Target Price
17-Feb-2022 PAN AU Outperform A$.30
28-Jan-2022 PAN AU Outperform A$.29
10-Dec-2021 PAN AU Outperform A$.30
20-Oct-2021 PAN AU Outperform A$.28
17-Sep-2021 PAN AU Neutral A$.23
31-Aug-2021 PAN AU Neutral A$.21
22-Jul-2021 PAN AU Outperform A$.20
29-Apr-2021 PAN AU Outperform A$.19
26-Mar-2021 PAN AU Outperform A$.18
08-Mar-2021 PAN AU Outperform A$.19
28-Jan-2021 PAN AU Neutral A$.17
13-Jan-2021 PAN AU Neutral A$.16
04-Dec-2020 PAN AU Neutral A$.13
27-Oct-2020 PAN AU Underperform A$.10
22-Sep-2020 PAN AU Underperform A$.08
03-Aug-2020 PAN AU Neutral A$.07
16-Jul-2020 PAN AU Underperform A$.07
29-Jun-2020 PAN AU Underperform A$.08
25-May-2020 PAN AU Neutral A$.07
27-Apr-2020 PAN AU Neutral A$.09
02-Apr-2020 PAN AU Neutral A$.10
24-Mar-2020 PAN AU Neutral A$.12
30-Jan-2020 PAN AU Neutral A3$.16
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06-Jan-2020 PAN AU Neutral A$.24
13-Dec-2019 PAN AU Neutral A$.30
05-Dec-2019 PAN AU Neutral A$.30
26-Nov-2019 PAN AU Neutral A$.30
04-Nov-2019 PAN AU Outperform A$.38
05-Sep-2019 PAN AU Outperform A$.34
30-Jul-2019 PAN AU Outperform A$.34
09-Jul-2019 PAN AU Outperform A$.34
11-Mar-2019 PAN AU Outperform A$.45
01-Mar-2019 PAN AU Outperform A$.52

Target price risk disclosures:

PAN AU: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates,
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to
manage certain of these exposures.

Sensitivity analysis:

Clients receiving this report can request access to a model which allows for further in-depth analysis of the assumptions used, and recommendations
made, by the author relating to the subject companies covered. To request access please contact insights@macquarie.com.

Analyst certification:

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or
their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities.

General disclaimers:

Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities
Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie Securities (NZ) Ltd; Macquarie Capital Securities (India) Pvt Ltd; Macquarie
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