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Discerning investors could book huge gains as
China puts the squeeze on rare earths
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Shares in Lynas Corporation (ASX:LYC) jumped by more than 15% on the
Australian Securities exchange in frenzied trading on Wednesday, as Chinese
officials ratcheted up their trade war rhetoric with explicit reference to rare
earths.
China accounts for between 70% and 80% of global rare earths supply and is a
key global price setter.
Conversely, the USA has no current domestic rare earth production, and
recently passed the McCain Act, which further complicated the picture by
banning the import of certain types of rare earth magnets from countries it
wishes to steer clear of, most notably Iran, but also North Korea and China.

Share Information

US strategists have long recognised the lack of domestic rare earth production
as a potential weakness in the country's economy, but thus far have relied on
market correctives to supply the remedy.
It's widely known, for example, that in spite of the name, rare earths aren't
actually that rare. Neodymium and praseodymium, two of the most widely used
rare earths, rank 28th and 40th respectively in terms of their abundance
amongst elements in the earth's crust, ahead of tin, uranium, tantalum,
molybdenum and silver.
So, if demand increases, the thinking goes, then the supply should be available
to meet it.
But it's not quite so simple as that.
No quick fix
First off, lead times in the mining industry tend to be long. So if the Chinese
precipitate a disruption to the rare earths supply, the response is likely to take
several years as new sources have to be located, and new mines have to be
planned, built, tested, and brought into production.
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Second, there's every likelihood that if China is putting the squeeze on rare earths as part of a negotiating tactic in its
trade war with President Trump, once that war is over, or at least a truce is called, all the Chinese supply will flood back
into the market. That would likely render any new mines uneconomic, and the market knows this.
So for now, developing new, higher cost, lower grade mines remains an unappealing proposition.
Lynas shares increasingly well supported
And that's where companies like Lynas come in.
Lynas is already well established as arguable the most significant rare earths producer outside of China, with mines in
Australia and Malaysia. Its share price had already strengthened considerably before the latest Chinese sabre rattling in
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response to a A$1.5bn offer tabled by giant Australian conglomerate Wesfarmers (ASX:WES).
Lynas's board turned down the offer, and it already looks to have been right to do so. Wefarmers bid A$2.25, and the
shares are now trading at A$2.76. If the trade war rhetoric ramps up further, or worse still for the global economy, an
outgoing blockade on rare earth exports is imposed by China, then the shares look likely to go still higher.
Other rare earth companies set to benefit
But it's not only Lynas that's benefitting. Shares in Mkango Resources (LON:MKA), which has a rare earths project
under development in Malawi, also ticked up. The market was somewhat more cautious in bidding for Mkango, because
it isn't in production yet. But then the more speculative-minded of investors might reckon that that makes the upside still
more attractive.
Elsewhere, Rainbow Rare Earths (LON:RBW), a company with a producing mine in Burundi, and more exploration to
boot, jumped by nearly 19% to 4p. And over on the ASX again, Greenland Minerals and Energy (ASX:GGG) was up by
a similar percentage, on the back of optimism in regard to its long-standing Kvanjefeld resource.
And Pensana Metals (ASX:PM8) rose by an even more impressive 22%, even though its Longonjo asset is in politically
dicey Angola.
Other options for investors to cast their slide rules over include Peak Resources, Alkane, Arafura, Molycorp and
Hastings.
All these companies present the advantage that in spite of a relatively weak recent pricing environment they are moving
forward with established projects. If a crunch does come, then investors will move on these companies first. After that,
blue sky projects will come into play, and that, as we've seen is a much longer proposition.
But why does it all matter so much? After all, the US may not have any domestic supply, but in dollar terms its imports
don't amount to much either.
Rare earths increasingly important in the technology of tomorrow
The answer lies in the future. Rare earths, and in particular rare earths magnets, are likely to be in increasing demand
as the world moves away from traditional sources of energy and towards renewables. Rare earths are used in wind
turbines and lithium ion batteries, in consumer electronics and in air conditioning units.
That makes them crucial both to power generation and to transport and, in the context of the pledge of Germany, for
example, to cut all coal power generation by 2038, highly strategic.
An added twist is that some forecasters were expecting the Chinese to become net importers of rare earths anyway in
2020, as the country moves to clean up or shut down polluting mines, and domestic demand rises.
Whatever happens, the medium-term structural outlook for rare earths is looking increasingly robust. Outside of China
that means a handful of companies are set to reap all the benefits. Watch this space.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
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security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, 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
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Mkango Resources Ltd named herein, including the promotion by the Company of
Mkango Resources Ltd in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty
Five
Thousand
dollars
($25,000).

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk
Powered by TCPDF (www.tcpdf.org)

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

