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Analyst Date Price Target
Michael Emery 27th February 2019 $0.61/sh

First commercial sale of Mothae diamonds fetches A$5.3m

Key Points
yy Sale of the first parcel of commercial diamonds from Mothae resulted in 

5,411cts achieving US$3.8m (A$5.3m) at an ave. of US$707/ct;

yy While prima facie this appears a lower ave. price rec’d than forecast, the 
parcel included 1,300cts of small diamonds below the -11 sieve size fraction 
that averaged US$36/ct which we do not view as representative of the 
orebody as a whole;

yy Conversely, ave. price rec’d on 4,100cts above the 11+ sieve size fraction 
was US$900/ct, with highest price for an individual diamond an impressive 
US$36,664/ct;

yy These smaller, less valuable diamonds are currently being recovered in the 
early stages of mining through weathered rock and while they do contribute 
to cashflow, they reduce the ave. price rec’d significantly;

yy We expect an abatement of small diamond recovery as mining progresses 
to more competent kimberlite material and, importantly, mining has not yet 
commenced in the higher grade zones;

yy The sale effectively announces Mothae’s arrival on the global diamond stage 
as one of only a handful of high-value diamond mines globally;

yy We expect updated guidance on Mothae in respect to volume, grade and 
price in Q2 2019 which will provide better look-through on true value of the 
asset;

yy As previously guided, LOM will now focus on increasing high-value diamond 
production at Mothae and the Lulo alluvial diamond mine in Angola to 
maximise cash generation, with timing of future works at exploration assets 
Brooking (WA) and Orapa (Botswana) under review by management; 

yy Speculative Buy and PT of $0.61/sh maintained;
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Quick Comment
Lucapa Diamond Co Ltd (LOM $0.185) Speculative Buy

Investment Thesis

Lucapa is a profitable producer of high value diamonds in Angola and Lesotho. 
The Mothae (LOM 70%) mine in Lesotho is an exciting member of LOM’s 
portfolio, with the high value kimberlite diamond mine achieving commercial 
production in January 2019. First sales of Mothae diamonds received up to 
US$36k/ct, demonstrating the potential value of the operation. The Lulo 
(LOM 40%) alluvial diamond mining operation in Angola continues to produce 
the highest average diamond value of any alluvial mine in the world, with 
recent Angolan diamond marketing policy changes exacerbating the value 
of the project. Exploration for the kimberlite source is fully funded by alluvial 
operations and, if found, we expect a material rerating. The high value segment 
of the diamond market remains robust due to scarcity of supply and global 
growth in the number of uber-wealthy individuals. Our valuation is $0.61/sh, with 
an eager eye on operational expansion at Lulo and further updates from Mothae.

Lucapa Diamond Co Ltd (LOM)
Share Price 0.185 A$/sh
Price Target 0.61 A$/sh
Valuation 0.61 A$/sh
Shares on issue 480 m(dil) 
Market Capitalisation 89 A$m 

Enterprise Value 100 A$/m
Debt 22 A$/m
Cash 11 A$/m
Largest Shareholder Tazga Two 8.6% 
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Disclaimer

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared 
for the exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983) 
(“Euroz”) only. Euroz is the holder of an Australian Financial Services Licence 
(AFSL 243302) issued by the Australian Securities and Investments Commission 
(“ASIC”) and is a participant of the Australian Securities Exchange Group  
(“ASX Group”). 

The information contained herein is confidential and may be legally privileged. 
If you are not the intended recipient no confidentiality is lost nor privilege 
waived by your receipt of it. Please delete and destroy all copies, and contact 
Euroz on (+618) 9488 1400. You should not use, copy, disclose or distribute this 
information without the express written authority of Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their 
securities business and consequently may have a relevant interest in the 
securities recommended herein (if any). This may include providing equity 
capital market services to their issuing company, hold a position in the securities, 
acting as principal or agent, or make a market therein and as such may effect 
transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or 
advisor in equity capital raisings, and will have received a fee for its services, for 
any company mentioned within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without 
first consulting your investment advisor in order to ascertain whether the 
recommendation (if any) is appropriate, having regard to your investment 
objectives, financial situation and particular needs. Nothing in this report shall 
be construed as a solicitation to buy or sell a security, or to engage in or refrain 
from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at 
the time of compilation, however we make no representation or warranty that 
it is accurate, complete, reliable or up to date, nor do we accept any obligation 
to correct or update the opinions in it. The opinions expressed are subject to 
change without notice. No member of Euroz accepts any liability whatsoever 
for any direct, indirect, consequential or other loss arising from any use of this 
material.

We cannot guarantee that the integrity of this communication has been 
maintained, is free from errors, virus interception or interference.

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. 

No part of our compensation was, is or will be directly or indirectly, related to 
the specific recommendations or views expressed by the authoring analyst in 
this research. 
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