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Anglo Pacific set for potential increase in royalty
income as vanadium profits jump at the Maracás
Menchen mine

Price:

C$3.52

Market Cap:

C$638.78M

Anglo Pacific Group PLC (LON:APF)(TSE:APY) should receive a significant
boost in royalty income in the wake of strong third-quarter results from Largo
Resources (TSE:LGO).
Largo is the owner and operator of the Maracas-Menchen vanadium mine, over
which Anglo Pacific holds a 2% net smelter return royalty (NSR).
READ: Soaring vanadium price a boon to Anglo Pacific Group, as second
largest royalty stream continues to grow
Most tellingly, revenue from Maracás Menchen increased by 148% when set
against the corresponding quarter a year ago. The backdrop to that is
vanadium price that continues to go from strength to strength. Vanadium has
been the best performing metal by some stretch on the markets for a while
now, comfortably outstripping cobalt and lithium, both of which have lost a
significant amount of their lustre in recent months.
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Vanadium though is in short supply, and demand continues to skyrocket as its
use in electricity storage grows. At the moment the metal is trading at a 13-year
high, with no sign of any reversal of the upward trend.
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Still favoured
When Anglo Pacific first bought the Maracás Menchen royalty, Largo's market
capitalisation stood at around C$276mln. Now it's well over C$2.2bn, and still
continuing to find favour with punters as the go-to Canadian vanadium play.

Anglo Pacific's strategy is to expand its
royalty portfolio in order to increase royalty
related income, to diversify its portfolio and
ensure that it will be able to replace
revenues from its current royalty properties
as they reach the end of their mine lives.
This will be achieved through both direct
acquisition of primary and secondary
royalties and investment in projects at the
development and production stage.

Precisely what these bullish vanadium conditions mean for the valuation of
Anglo Pacific's royalty at Maracás Menchen remains an open question, but it
can't be anything other than positive.
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The consequent effects on Largo have been marked.

After all, the Largo numbers speak for themselves. Quarter-on-quarter, Largo's
cash balance has increased by 64% to C$127mln, net income is up from just
under C$14mln in the three months to September 2017 to more than C$91mln
in the quarter just gone, while earnings per share have jumped from C$0.03 to
C$0.14.
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From an Anglo Pacific point of view, it's certainly nice to have a piece of this action, especially considering that it doesn't
have to shoulder any of the operational risks. As it stands, the Maracás Menchen royalty already represents the second
largest source of royalty income for Anglo Pacific, going by the most recent quarterlies, at 12%.
More to come?
Largo has a good record recently for reaching or exceeding nameplate production at Maracás Menchen and has just
secured permission from the relevant authorities to boost output from 800 tonnes of vanadium pentoxide per month to
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1,000 tonnes per month.
With all that in mind, it seems clear that the royalty income due to Anglo Pacific is in for a significant boost both in the
immediate term, following the stellar results, and in the longer term as price strength continues and expansion plans get
underway.
It will be interesting to see what comments chief executive Julian Treger makes about it at the next set of results.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the
position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that
at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective,
may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
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and
data
may
not
be
current
and
should
not
be
relied
upon.
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