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GRANGEX: Steep acceleration towards two
permitted CO2-free iron ore projects

2023 has proven a pivotal year for GRANGEX. Soon after the environmental court's approval to
restart Dannemora, GRANGEX announced the exclusive agreement to acquire Sydvaranger
Mining AS, meaning that GRANGEX now stands on the verge of restarting two permitted iron
ore projects. The open-pit Sydvaranger mine, currently in care and maintenance mode, is
planned to produce an annual 4 Mton of high-grade, 68% fossil-free iron ore, with a 20 year life
of mine. Price is set at USD 33m, while the most recent DFS shows a USD 550m Unlevered NPV
(8%) for the asset. With an anticipated CAPEX per ton below that of Dannemora, a restart could
be approximately 2.5 years away, slightly behind Dannemora.

Dannemora now in construction phase

After years in development mode, the environmental court approved the restart of Dannemora in
June, meaning that Dannemora has entered the construction phase with water purification and
drainage of the mine as first steps. An alliance has also been forged with Anglo American, ensuring
a royalty agreement of USD 10 million and an 11-year sales pact valued approximately at 15 billion
SEK. As Dannemora advances into its execution phase, GRANGEX reports a heightened interest
from potential financiers, having garnered loan offers from numerous European banks.

Promising business case in Norway but much still unclear

The second pivotal change over the summer was the exclusive agreement to acquire
Sydvaranger Mining AS, located in the northernmost part of Norway, consisting of a brownfield
open-pit iron ore mine and a processing plant. The Sydvaranger mine dates back to the early 20th
century but was forced into bankruptcy in 2015 by the then depressed iron ore prices. GRANGEX
has agreed to acquire the mine for USD 33m from private investment fund Orion, that is closing its
fund. Now in care and maintenance mode, the mine currently employs 29 persons looking after it.

With an estimated annual production of 4 Mton and a life of mine of 20 years, this project is 4x the
size of Dannemora in terms of annual production and 7x in terms of total production. The most
recent DFS however showed a USD 550m NPV (8%), which is only about 2x that of Dannemora
(assuming pre-tax numbers for both). This is explained by the fact that Sydvaranger produced
blast furnace concentrate. But GRANGEX's plans to invest to raise output quality to meet the
requirements of fossil free DRI quality iron ore.

Passing last regulatory hurdle in Dannemora a major de-risking

With the environmental permit for Dannemora passed, GRANGEX has now entered the
construction and financing phase. We now expect a raise of SEK 1.9bn in a mix of equity and debt
to be announced during H2'23 but note that the Sydvaranger deal will increase the capital need.
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While we await more details on Sydvaranger or progress on the acquisition, we maintain our view
of the existing business. We continue to find support for an Unlevered NPV for Dannemora of SEK
2.2bn after tax. With a 13% return requirement for equity investors, and 8% interest for debt holders,
the Unlevered DCF approach gives a SEK 775m in Equity Value attributable to current
shareholders. If we instead apply a Levered DCF approach, using only the Cost of Equity (13%) as
discount rate, this gives SEK 762m attributable to current shareholders. With considerable further
valuation upside in rising prices, we now find support for a fair value of around SEK 80-150 per
share.

Read the full report here: https.//www.emergers.se/GRANGEX_23p_2/
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This is a press release from Emergers.

DISCLAIMER

Information provided here or on Emergers' website emergers.se is not intended to be financial
advice. Emergers receives compensation for writing about the company in question. The company
has been given the opportunity to influence factual statements before publication, but forecasts,
conclusions and valuation reasoning are Emergers' own. Articles of analysis shall not be construed
as a recommendation or solicitation to invest in the companies described. Emergers cannot
guarantee that the conclusions presented in the analysis will be met. Emergers cannot be held
liable for either direct or indirect damages caused by decisions made on the basis of information in
this analysis. Investors are encouraged to seek additional information as well as consult a financial
advisor prior to any investment decision.

For more information and complete terms, please see emergers.se.
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