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May 3, 2023  

ADD (no change) 

Stock code: STA AU 

Price: 
 

A$0.35 

12-month target price: A$0.70 

Previous target price: A$0.75 

Up/downside to target price: 99.2% 

Dividend yield: 0.0% 

12-month TSR*: 99.2% 

Market cap: A$438.5m 

Average daily turnover: A$1.15m 

Index inclusion: ALL ORDINARIES 

* Total stock return – Up/downside to target price + 12-month 
forward dividend yield. 

 
Price performance 

(%) 1M 3M 12M 3Y 

Absolute -7.9 -17.7 -14.6 180 

Rel ASX/S&P200 -9.1 -14.4 -13.5 141.5 

 

Source: Bloomberg 
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 Analyst(s) own shares in the following stocks mentioned in this report: 

– Strandline Resources 

Strandline Resources 

Key inflection points fast approaching 

 We think key Jun-Q catalysts can trigger a re-rating in STA’s equity appeal. 

 STA looks on track to approach WCP design capacity (volume and specification) 
and to possibly achieve first end-product sales (via the MSP) in the Jun-Q. 
Expected FY24 guidance is also a key confidence builder. 

 Full ramp-up supports an acceleration in cash flows/ de-gearing from early FY24. 

 STA’s 50% discount to our valuation looks disconnected from strong 
fundamentals including robust TiO2 feedstock markets/pricing. 

 We think that Coburn’s de-risking and cash flow ramp-up will catapult STA onto the 
radars of a far broader investor set in coming months. Add.  

Positive 3Q operating cash impresses 

▪ Positive 3Q operating cash of $6m (+$30m revenue, three HMC shipments) 
augers well for Coburn’s economics. This impressed given: 1) the WCP was in 
ramp-up at 35% below design (sales/ nameplate HMC), 2) internal inventory build 
(float, MSP commissioning), and 3) higher completion/ ramp-up/ commissioning 
costs. 

Jun-Q should deliver further milestones 

▪ Front-end volume: Mining (DMUs) and the WCP are proven at above-design 
rates for shorter periods (at design spec) but consistency is yet to be proven.  
Constraints to WCP utilisation are minor but cumulative, mostly around labour 
availability, maintenance practices and operations.  

▪ Ongoing improvements: Higher cost labour can improve utilisation but won’t 
necessarily fully solve productivity. STA is incrementally improving maintenance 
(planning, response, utilisation) alongside operations (DMU utilisation) with some 
mining constraints also to abate (pit flexibility, tailings management). STA expects 
to be maintaining nameplate WCP throughput on a more consistent basis by end 
Jun-Q. 

▪ MSP commissioning progressing: We conservatively assume only HMC sales 
in the Jun-Q but see potential for first end-product sales via the MSP in the near 
term, unlocking a revenue step-up (premium Zircon +A$3000/t).  

▪ FY24 guidance by end June. This speaks to STA’s confidence in ironing out 
cumulative teething issues. We conservatively model 85% of design WCP 
throughput in FY24. Guidance is a confidence-building catalyst for investors. 

▪ De-gearing: Financials look comfortable with Coburn capex largely complete 
(cash $50m, net debt $210m). Interest will start expensing from July (latest) but 
project cash flows support an acceleration in de-gearing from early FY24. 

Forecast and valuation update  

▪ We have: 1) refined ramp-up/ opex assumptions, 2) adjusted basket prices slightly 
higher; 3) FX lower; and 4) applied 3Q actuals. Our DCF-based valuation/target 
price adjusts to 70ps (from 75cps), now risking Coburn at 100% (from 95%), 
expansion upside at 75% and the Tanzanian projects at 50%. 

Investment view 

▪ STA enjoys: 1) 100% ownership of a world-scale/ strategic asset in a tier 1 
jurisdiction, 2) accelerating/ long life project cash flows; 3) expansion optionality/ 
upside; 3) lenient debt terms; 4) proven/backable management and board, 5) clear 
value/ upside, and 6) clear M&A appeal. 

Price catalysts  

▪ FY24 production guidance – by end June. 

▪ Comfort in sustainable WCP throughput/ HMC volumes – 2HCY23. 

▪ Confirmation of MSP throughput at design specs – late 2023 (estimate). 

▪ Coburn expansion FID/ project cash distributions to STA – March 2024. 

Risks 

▪ Industry constraints affecting achievable productivity/ opex. 

▪ Metallurgical performance at full scale. 

▪ Macro/ recession concerns affecting basket TiO2 prices and/or sentiment. 

Jun-22A Jun-23F Jun-24F Jun-25F

Revenue (A$m) 0.0 76.9 226.5 214.8

EBITDA Norm (A$m) -8.9 11.4 114.5 99.6

Net Profit (A$m) -9.08 1.99 58.13 47.06

EPS Norm (A$) -0.012 0.002 0.046 0.038

EPS Growth Norm (%) -62% 2847% -19%

P/E Norm (x) NA 222.4 7.5 9.3

DPS (A$) 0.000 0.000 0.000 0.000

Dividend Yield (%) 0% 0% 0% 0%

EV/EBITDA (x) NA 49.38 4.39 4.42

Gearing (Net Debt/EBITDA) -3.98 10.98 0.56 0.02

http://www.efa.biz/
https://my.morgans.com.au/research/CEF2382C-ACF3-479F-A25E-0DFBCA115083.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
https://my.morgans.com.au/research/5CF86A2C-2E6F-41A1-9065-093105DF6D3A.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
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Strandline Resources 

ADD  
 

 as at May 3, 2023 

Price (A$): 0.35 
 

12-month target price (A$): 0.70 

Market cap (A$m): 438.5 
 

Up/downside to target price (%): 99.2 

Free float (%): 70.0 
 

Dividend yield (%): 0.0 

Index inclusion: ALL ORDINARIES 
 

12-month TSR (%): 99.2 

 Strandline Resources (STA) is a heavy mineral sands producer-developer with projects in Australia and Tanzania. Its flagship asset Coburn (100%) 
is located 250km north of the regional centre of Geraldton, WA. At full production, Coburn looks capable of generating A$100-150m p.a.of EBITDA 
at +50% margins from +220ktpa of sales of Zircon, Rutile and Ilmenite products. Coburn cashflows comfortably support debt amortisation, and 
growth options including Coburn expansion (likely 2024), potential development of the Tanzanian projects and/or external M&A. 
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Source: STA, Morgans

Forecast Revenue by commodity - FY24 Forecast Revenue and EBITDA (A$m)

Source: Morgans forecasts Source: Morgans forecasts

Forecast Coburn cash margins Cobrun project free cash flows (after-tax, A$m)

Source: Morgans forecasts Source: Morgans forecasts

Leader in Australian lotteries and Keno markets

TLC operates the leading lottery brands in Australia. It is one of the highest performing 

lottery operators globally. It has exclusive or long-dated lottery licences and approvals 

to operate nationally (except WA). The average duration of lottery licence is c.30 

years.

High profile brands with extensive distribution capability

TLC operates Powerball, Oz Lotto and other highly recognised brands. It has a strong 

omni-channel offering with a retail distribution of nearly 4,000 outlets and a digital 

platform.

Infrastructure-like cash flow generation

Cash flows are stable and predictable. There is limited sensitivity to economic cycles 

and low maintenance capex requirements. 

Environmental, Social and Governance
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Commissioning risks: Coburn will take +6 months to fully commission to design 
specifications/ volumes. Similar start-ups have proven challenging.

Remote operations:  The remote operating location may pose challenges re 
labour costs and retention.

Macro/ Housing exposure: Global housing markets face near term economic 
risks which may weigh on sentiment.

Tanzanian discount?  ASX-listed mining companies tend to see a market 
discount applied to their African assets.

Strategic asset: Coburn is a world-scale, long life minerals asset, in a tier 1 
jurisdiction, likely of interest to larger producers/ customers when de-risked. 

Expandable: Substantial Resources support clear extension/ expansion upside.

Manageable funding:  Debt terms via the Nordic Bonds + NAIF loans are 
favourably priced and on relatively accommodating amortisation terms. 

Proven management: Highly regarded with well-proven execution ability. 

Pricing outlook:  Supply-side under-investment in titanium feedstocks supports a 

strong basket pricing outlook.

Exposure
A preliminary materiality assessment to prioritise STA's sustainability focus was performed by internal 
stakeholders including Board members, senior leadership and employees. Top material issues include Health 
& Safety, Environmental Stewardship, Community relations/ impact, People & Culture, Sustainable 
value and Governance.  

Management
Performance targets against key issues apply from  July 2022 with progress to be published annually via 
sustainability reporting. KPIs are linked to STA's Key Management Personnel and employee at-risk short term 
incentives per STA's remuneration framework. This commercial alignment positively reinforces the right 
behaviours/ performance. In future, STA aims to broaden the assessment to involve community 
representatives, First Nations People, customers, industry associations, suppliers and investors/financiers. 

626
542 518 513

1076

978 953 948

200

300

400

500

600

700

800

900

1000

1100

2024 2025 2026 2027

EBITDA margin A$/t Basket price US$/t

Basket price A$/t Total Cash costs - A$/ product t

-400

-300

-200

-100

0

100

200

300

400

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Project net cash flow Cumulative cash flow



 
 

STA AU │ Mining │ Australia │ May 3, 2023 3 
 

 
Figure 1: Financial summary 

 

Source: Morgans estimates, company data 

  

Year to 30 Jun (A$m) Unrisked Unrisked Risked Risked

Income statement 2021A 2022A 2023F 2024F 2025F Valuation summary A$m A$ps A$m A$ps

Revenue 0 0 77 226 215 Coburn base case (100%) 628 0.49 628 0.49

Other Income 0 1 1 0 0 Coburn extension (75%) 79 0.06 59 0.05

Operating Costs 0 0 -49 -93 -95 Coburn expansion (65%) 287 0.23 187 0.15

Other Costs -8 -9 -18 -19 -20 Fungoni (50%) 70 0.05 35 0.03

EBITDA -8 -9 11 114 100 Tajiri (50%) 293 0.23 147 0.11

D&A 0 0 -5 -16 -18 Exploration 10 0.01 0 0.00

EBIT -8 -9 7 99 82 Total operations 1367 1.07 1055 0.83

Net interest 0 0 0 -16 -14 Investments 2 0.00 0 0.00

Pre-tax profit -8 -9 7 83 67 Corporate -41 -0.03 -41 -0.03

Tax expense 0 0 -5 -25 -20 Net debt (FY22) -125 -0.10 -125 -0.10

Underlying NPAT -8 -9 2 58 47 Total valuation 1203 0.94 889 0.70

Abnormals - post-tax 0 0 0 0 0 WACC 0%

Reported NPAT -8 -9 2 58 47 Price target (A$) 0.70

Cash flow statement 2021A 2022A 2023F 2024F 2025F Production & Costs 2022A 2023F 2024F 2025F

EBITDA -8 -9 11 114 100 Zircon (Premium) - kt 0 29 34

Change in WC 0 3 7 0 0 Zircon (Conc) - kt 0 46 53

Net Interest -2 0 0 -16 -14 Ilmenite - kt 0 95 109

Tax 0 0 3 -35 -20 Rutile - kt 0 21 24

Operating cash flow -10 -6 21 64 65 Total Product sales - kt 75 212 220

Capex -12 -227 -104 -3 -3 C1 Cost - A$/ product t 381 372

Free cash flow -23 -232 -83 61 62 Total Cash costs - A$/ product t 450 436

Acquisitions 0 0 0 0 0

Investing cash flow -12 -227 -104 -3 -3 Assumed Benchmark pricing 2022A 2023F 2024F 2025F

Change in Equity 140 48 2 0 0 Premium Zircon - US$/t FOB 1977 1688 1630

Change in Debt 0 193 61 -9 -17 Rutile / HiTi - US$/t FOB 1802 1488 1350

Dividends paid 0 0 0 0 0 Ilmenite - US$/t FOB 275 275 275

Other financing -12 0 0 0 0 AUD 0.67 0.70 0.74

Financing Cash flow 128 241 62 -9 -17

Inc/(decr) cash 105 9 -21 52 45 Per share data 2022A 2023F 2024F 2025F

No. shares 1270 1253 1253 1253

Balance sheet 2021A 2022A 2023F 2024F 2025F EPS (normalised, cps) -0.01 0.00 0.05 0.04

Cash & deposits 111 128 99 151 197 DPS (cps) 0.00 0.00 0.00 0.00

Receivables 7 4 9 9 9 Dividend yield (%) 0% 0% 0% 0%

Inventories 0 0 4 4 4

Fixed assets 37 243 324 321 306 Operating performance 2022A 2023F 2024F 2025F

Total Assets 156 379 472 521 551 EBITDA margin (%) NA 15% 51% 46%

Payables 16 34 31 31 31 EBIT margin (%) NA 9% 44% 38%

Interest bearing debt 3 163 224 216 199 EV/ EBITDA -54 50 4 4

Total Liabilities 22 204 291 283 266 Free cashflow yield -14% 10% 10%

Share capital 216 265 269 269 269 Net debt / (cash) (A$m) 35 125 64 2

Other reserves 5 5 5 5 5 Gearing (ND/E, %) 20% 69% 27% 1%

Retained earnings -86 -95 -93 -35 12 EBIT Interest cover (x) NA NA 6 6

Minority interest 0 0 0 0 0 ROIC (%) -22% 2% 20% 17%

Total Equity 135 175 181 239 286
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 Figure 2: Changes to key forecasts (All A$m unless otherwise stated) 

We have: 1) refined our ramp-up/ opex 
assumptions, 2) adjusted basket HMC 
prices slightly higher; and 3) applied 3Q 
actuals. 

Our DCF-based valuation/target price 
adjusts to 70ps (from 75cps), now risking 
Coburn at 100% (from 95%), expansion 
upside at 65% (from 60%) and the 
Tanzanian projects at only 50%. 

Our risked valuation of the Coburn project 
only, excluding any value for the African 
projects, is 56cps. 

. 2023F 2024F 2025F 

Product sales kt – pre 79 222 222 

Product sales kt – post 75 212 220 

Change (%) -5% -5% -1% 

Avg. Basket pricing US$/t – pre 814 681 674 

Avg. Basket pricing US$/t – post 688 749 720 

Change (%) -15% 10% 7% 

AUD – pre 0.67 0.71 0.74 

AUD – post 0.67 0.70 0.74 

Change (%) 0% -2% -1% 

Total Cash Costs A$/t – pre  405 410 

Total Cash Costs A$/t – post  450 436 

Change (%)  11% 6% 

Revenue – pre 84 223 227 

Revenue – post 78 226 215 

Change (%) -7% 1% -6% 

EBITDA – pre 33 123 127 

EBITDA – post 11 114 100 

Change (%) -65% -7% -21% 

Net Op Cash flow – pre 8 73 73 

Net Op Cash flow – post 21 64 65 

Change (%) 174% -13% -11% 
 

 Source: Morgans forecasts 

 

 Figure 3: Coburn production (lhs) and achieved average price assumptions (rhs) 

We assume STA reaches 85-90% of 
design capacity for WCP input volume in 
FY24, with 90% of HMC converted into 
final products via the MSP. 

 

 Source: Morgans forecasts 
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 Figure 4: Premium Zircon prices vs Morgans/ Consensus/ STA DFS (US$/t FOB) 

Both recent achieved prices and 
consensus forecast prices sit comfortably 
above pricing assumed in the Coburn 

DFS (15% for Rutile and 40% for 
Premium Zircon). This is important in 
offsetting achieved production costs, 
which we also expect to exceed DFS 
assumptions. 

 

Figure 5: Rutile prices vs Morgans/ Consensus/ STA DFS (US$/t FOB) 

 

 

 Source: STA, Morgans, ILU, Bloomberg 
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Disclaimer  

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’s 
relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised 
representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the 
basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report 
consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.  

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The 
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from 
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this 
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not 
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 

Sustainalytics disclaimer 

Part of this publication may contain Sustainalytics proprietary information that may not be reproduced, used, disseminated, modified nor published in any manner 
without the express written consent of Sustainalytics. Nothing contained in this publication shall be construed as to make a representation or warranty, express or 
implied, regarding the advisability to invest in or include companies in investable universes and/or portfolios. The information is provided “as is” and, therefore 
Sustainalytics assumes no responsibility for errors or omissions. Sustainalytics cannot be held liable for damage arising from the use of this publication or 
information contained herein in any manner whatsoever. 

Disclosure of interest 

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that 
it may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by 
a client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission. 

Regulatory disclosures 

Analyst owns shares in the following mentioned company(ies): Strandline Resources 

  

Recommendation structure 

For a full explanation of the recommendation structure, refer to our website at morgans.com.au/research_disclaimer 

Research team 

For analyst qualifications and experience, refer to our website at morgans.com.au/research-and-markets/our-research-team 

Research coverage policy 

For an overview on the stock selection process, refer to our website at morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy 

Research independence statement  

morgans.com.au/Research-Independence-Statement 

Stocks under coverage 

For a full list of stocks under coverage, refer to our website at morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage 
and  
morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage 

If you no longer wish to receive Morgans publications please contact your local Morgans branch or write to GPO Box 202 Brisbane QLD 4001 and include your 

account details. 
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