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Graphite: Next hot commodity or ﬂaky fad?

Valence Industries CEO Christopher Darby says a good-quality resource is only one of three fundamental pillars
for success in the graphite game. James Knowler

by Angela Macdonald-Smith

With junior miners reinventing themselves as graphite plays at a rate of about one a
week, there's no sign of the rush into the sector slowing down.
But the recent bankruptcy ﬁling by one-time $US6 billion rare earths success story
Molycorp has prompted some to ponder whether this next "hot" commodity holds
similar risks.
As US-based Molycorp found out, its earths were not so rare after all. Graphite, for its
part, is hardly uncommon, with the crystalline form of carbon being one of the most
common native elements. Processing of the mineral after digging it out of the ground
for speciﬁc applications is key, and sales contracts are typically sealed one-on-one
with speciﬁc buyers, resulting in an opaque market again reminiscent of rare earths.
Attracted by stellar share price performances by players such as Syrah Resources and
Magnis Resources, each new entrant in the sector supposedly has the project that will
win the day and be able to tap into surging demand.
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China produces about 800,000 tonnes of the world's 1.1 million tonnes a year of
graphite, three-quarters of which ﬁnds its way mostly into traditional industries such
as steel, foundry mouldings and automotive parts, according to Bernstein
Research. But it is the growth seen in the battery and electric vehicle markets that has
driven the renewed interest.
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Bernstein is forecasting demand for graphite to rise by 5.4 per cent annually through
to 3.5 million tonnes by 2035, with 65 per cent of demand to come from electric
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vehicles. Tesla's new US$6 billion ($8 billion) Gigafactory in Nevada could double
global demand for ﬂake graphite alone.
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But Christopher Darby, chief executive of Australia's only local graphite producer,
Valence Industries, says a good-quality resource, with high concentrations and low
impurities, is only one of three fundamental pillars for success in the graphite game.
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But it is the complexity of marketing
product that could pose the biggest
challenge for the juniors crowding the
sector. With sales expertise hard to come
by, explorers that make it into production
risk having to hand over a chunk of
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proﬁts to a specialist trader to get sales
away.
Minnow Walkabout Resources is a late arrival to graphite, but believes its Lindi
project in Tanzania can yield the "jumbo" graphite ﬂakes that specialist
researcher Stormcrow Capital sees becoming scarce by 2020, in contrast to all other
size ﬂakes. Prices are expected to reﬂect the scarcity, with Stormcrow predicting a
tripling in prices for jumbo ﬂakes by the end of the decade to over $US6000 a tonne,
while other grades falter.
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Walkabout, which originally harboured ambitions in coal, is also acting early on
marketing, getting expertise on its board with the aim of breaking into the
closed-loop supply chains that govern the sector.
Still, Darby sees the sector facing a "deﬁning moment" over the next 12 to18 months as
more projects move toward production and marketing skills across the industry are
put to the critical test.
amacdonald-smith@afr.com.au
Twitter: @angelamacd
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