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Magnetic Resources (MAU)
LIN4 MRE Update

Analyst | Patrick Streater

Quick Read

The LIN4 discovery continues to grow with todays MRE update adding another 550koz,
taking the total LIN4 resource to 1.49Moz at 2.02g/t Au. We continue to see good drill
results at depth with a clear pathway to drill out a significant underground resource at
LUN4 to complement the existing high-grade open pit resource. We maintain our
Speculative Buy with a Price Target increase to A$2.70 ($2.10 prior). Our Price Target
increase is driven by the inclusion of additional underground mining inventory (211koz)
into our mining scenario and 3-5% increase in Argonaut’s FY25-FY27 gold price
assumptions. Further drill results at depth represent a clear upside catalyst to our
valuation.

Key points

Extensional drilling highlights upside: Extensional drilling at depth on broad 100-200m
spaced step outs continues to demonstrate the exploration potential at LIN4. Recent
intercepts (23m at 6.3g/t) demonstrate another continuous high-grade shoot at the
northern end of the deposit. Already tested and confirmed to a depth extent of 600m
below surface, current drilling is testing the lode at depth of 750m below surface. If
successful, this drill hole will establish depth extent of 1000m to mineralisation.

LIN4 MRE Update: LIN4 continues to grow at a rapid pace with today’s MRE update taking
the LIN4 total resource to 1.49Moz at 2.02g/t Au. The update represents a +550koz
increase since the last March 2024 update. The total Lady Jule Project Resource now
stands at 1.69Moz at 1.91g/t Au across three deposits LIN4, LIC and HN9. LIN4 remains
open at depth with an ongoing drill out continuing to establish a significant underground
resource in addition to the current open pit resource.

Initial Argonaut Underground Inventory: Using recently reported drilling at LIN4,
Argonaut’s valuation incorporates an initial underground mining inventory of 211koz at
3.4g/t Au using a 2.0g/t Au cutoff. Mineralisation in our model demonstrates simple
continuous lode geometries ideal for underground mining with true widths ranging from
7-20m over an average strike length of 225m. From our assessment of the drilling results,
we view this inventory as starting point with a clear pathway to a developing 500-750koz
underground resource at LIN4. Our mining scenario at the Lady Jule project now models
a 9-year mine life producing an average of 110kozpa at AISC of A$1,689/0z.

Valuation & Recommendation

Argonaut reiterates our SPEC BUY recommendation with a Price Target increase from
$2.10 to $2.70, driven higher by the inclusion of additional mining inventory and a 3-5%
increase in Argonaut gold price forecasts. We expect a continuous news flow of drilling
results as MAU continues to scope out the size of the LIN4 deposit at depth.
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Figure 1- Earnings and valuation summary

Magnetic Resources NL Shares (m) 258 Recommendation SPEC BUY
ASX: MAU Share price (AS) 118 Price Target (AS) 2.70
Market Cap (ASm) 304 TSR (%) 129%

Analyst: Patrick Streater ARGONAUT
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Key metrics FY24E FY25E FY26E FY27E  FY28E FY29E Commodity price assumptio FY24E FY25E FY26E FY27E FY28E FY29E
EPS (Ac) (3.04) (3.09) (4.81) 2625 63.53 64.97 Gold price (US$/0z) 2,080 2,388 2,325 2,225 2,150 2,112
DPS (Ac) 0.00 0.00 0.00 0.00 0.00 0.00 AS/USS exchange rate (x) 0.656 0.650 0.650 0.650 0.650 0.650

Gold price (A$/0z) 3,171 3,673 3,577 3,423 3,308 3,249
P/E(x) nm nm nm 259 62.7 64.1
EV/Ebit (x) nm nm nm 12 (0.1) (0.8) Mine production details FY24E FY25E FY26E FY27E FY28E FY29E
EV/Ebitda (x) nm nm nm 1.2 (0.1) (0.8) Gold producton
EV/Production (x) nm nm nm 1,561 (246) (1,416) Lady Julie (kOz) 0 0 0 103 147 158.0

0.0
Free cash flow yield (%) (2.6%)  (2.6%) (11.4%) 41.3%  64.5% 61.6% Total (kOz) 0 0 0 103 147 158.0
Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Net debt (cash) (ASm) (11.5) (53.5) (18.7)  (144.4) (340.6) (528.2) AlSC
Gearing (%) (741%) (3,552%)  (86%) 579% 1,123%  2,320% Lady Julie (A$/0z) 1,532 1,217 1,259
Profit & Loss FY24E FY25E FY26E FY27E FY28E  FY29E Group (A$/0z) nm nm nm 1,532 1,217 1,259
Sales revenue (ASm) 0.0 0.0 0.0 348.6  484.2 513.3
Operating costs (A$m) 0.7 0.0 (700 (204.2) (190.3) (218.0)
Exploraton expense (ASm) (7.0) (6.1) (6.3) (6.4) (6.6) (6.8) 150 —Ladly Julie Project (koz) —— AISC (AS/02) 5500
Corporate overhead (ASm) (2.2) (2.0) (2.1) (3.2) (4.4) (4.6) .
Ebitda (A$m) (8.4) (81)  (15.3) 1347 2828 283.9 160
Depreciation (ASm) (0.0) (0.0) (0.0) (6.7) (9.8) (10.8) 2,000
Ebit (A$m) (85)  (81) (154) 1280 2730 2730 10 '
Netinterest (ASm) 0.6 0.2 0.9 (6.7) 37 8.1 120
Pre-tax profit (A$Sm) (7.8) (8.0) (14.4) 1214 2767 2811 100 1,500
Tax (ASm) 0.0 0.0 0.0 (42.5)  (85.8) (85.9)
Underlying earnings (A$m) (7.8) (8.0) (14.4) 78.8 190.8 195.1 80
Exceptional items (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 0 1,000
Reported Earnings (A$m) (7.8) (8.0) (14.4) 78.8 190.8  195.1
40 500

Cash flow statement FY24E FY25E FY26E FY27E  FY28E  FY29E 2
Net profit (ASm) (7.8) (8.0) (14.4) 78.8 190.8  195.1
Depreciation (ASm) 0.0 0.0 0.0 6.7 9.8 10.8 o o
Exploration, interest and tax (ASm) 7.0 6.0 6.0 553 152 (86) Q@‘“ Q&“ @&“ 59” Q&“ Q&‘“ @»9“ Q@‘” &W‘“ &“5“ @»&‘“ &4 Q@b”
Working Capital (ASm) 0.0 0.0 (0.4) (4.0) (8.3) 2.0
Other (A$m) 00 00 00 00 00 00
Operating cash flow (ASm) (0.8) (1.9) (8.8) 136.8 207.5 199.4 Argonaut Lady Julie Project Mining Inventory
Capital expenditure (ASm) (0.0) 0.0 (20.0) (5.2) (5.3) (5.8) Project Ore (mt) (g/t) (kOz)
Exploration (A$m) (7.0) (6.0) (6.0) (6.00 (6.0)  (6.0) UN4- OP 9.6 2.4 751
Other (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 UN4- UG 19 3.4 211
Free cash flow (A$m) (7.8) (7.9) (34.8) 125.6 196.2  187.6 uc-orp 0.8 17 45
Dividends (A$m) 0.0 0.0 0.0 0.0 0.0 0.0 HN9- OP 12 13 52
Equity (ASm) 16.4 50.0 0.0 0.0 0.0 0.0 Total 13.6 2.42 1,059
Debt draw / (repay) (ASm) 0.0 0.0 0.0 0.0 0.0 0.0
Net cash flow (ASm) 8.6 42.1 (34.8) 125.6 1962  187.6 Mineral Resources

Project Ore (mt) (g/t) (kOz)
Balance sheet FY24E FY25E FY26E FY27E  FY28E  FY29E UN4 231 2.01 1492
Current assets HN9 3.2 1.28 130
Cash at bank (ASm) 11.5 53.5 18.7 1444 3406  528.2 uc 13 1.68 72
Receivables (ASm) 0.2 0.2 2.0 10.0 20.6 17.2 Other 5.0 112 180
Inventories (ASm) 0.0 0.0 1.0 9.0 16.4 13.8 Total 32,6 179 1,875
Other (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 EV/Resource (A$/0z) 160
Current assets (ASm) 117 53.8 21.8 163.4 377.7  559.2
Non-Current assets
PP& E and Development (ASm) 2.0 1.9 219 20.4 15.9 109 EricLim Non-Executive Chairman
Exploration & evaluation (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 George Sakalidis Managing Director
Other (ASm) 0.2 0.2 0.2 0.2 0.2 0.2 Hian Siang Chan Non-Executive Director
Non-Current assets (ASm) 2.1 2.1 22.1 20.6 16.1 11.0 Ben Donovan Non-Executive Director
Total assets (ASm) 13.8 55.9 43.8 184.0 393.7 570.2
Current liabilities
Payables (ASm) 0.6 0.6 3.0 15.0 24.7 20.6
Short-term debt (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 Substantial shareholders Shares (m) Stake (%)
Other (ASm) 0.2 0.2 0.2 0.2 0.2 0.2 Chim Seng Oan 37.8 14.7%
Current Liabilities (ASm) 0.8 0.8 3.2 15.2 249 20.9 Choon Kong Lim 16.4 6.4%
Non-current liabilities Dale Alcock 292 113%
Long-term debt (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 Top 20 190.2 73.7%
Lease liabilities (ASm) 0.0 0.0 0.0 0.0 0.0 0.0
Provisions (ASm) 0.0 0.0 0.0 7.5 7.8 8.2
Deferred tax (ASm) 0.0 0.0 0.0 419 50.7 35.7 Valuation Spot Prices Argonaut forecasts
Other (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 Asset ASm ASsh ASm ASsh
Non-Current liabilities (ASm) 0.0 0.0 0.0 49.3 58.5 43.9 Lady Julie Project NPVe 827.9 2.66 554.3 1.78
Total liabilities (ASm) 0.8 0.8 3.2 64.6 83.4 64.8 Resources 107.1 0.34 107.1 0.34
Net assets (ASm) 13.0 55.1 40.6 119.4 310.3 505.4 Hedge book 0.0 0.00 0.0 0.00
Equity Corporate overhead (14.3) (0.05) (14.3) (0.05)
Contributed equity (ASm) 71.0 121.0 121.0 121.0 121.0 121.0 Unpaid capital 51.5 0.17 51.5 0.17
Accumulated earnings (losses) (58.0) (65.9) (80.4) (1.5) 189.3 384.4 Cash 115 0.04 115 0.04
Total attributable equity 13.0 55.1 40.6 1194 3103  505.4 Debt 0.0 0.00 0.0 0.00
Minorities (ASm) 0.0 0.0 0.0 0.0 0.0 0.0 Total 983.7 3.16 710.1 2.28
Total Equity (ASm) 13.0 55.1 40.6 119.4 3103 505.4 Price Target (50/50 spot/base case) 2.70

Source: MAU, Argonaut Research
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Seven Key Charts

Figure 2: Lady Julie production and AISC Figure 3: Lady Julie ore mined and grade
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Figure 4: Lady Julie ore milled and grade Figure 5: Capex breakdown
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Figure 7: Resources by deposit Figure 8: NPV Breakdown
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Figure 9: Net cash build vs market cap
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Recent results at LIN4
demonstrate a consistent high-
grade shoot over a 225m strike
length to a depth extent of at least
600m below surface

Recent drilling at depth has
intersected an additional hanging
wall lode, adding further
exploration upside

Underground Potential Unfolding

Extensional drilling growing LIN4 at depth

Current drill programs are targeting an increase to the existing LIN4 1.49Moz resource
through an aggressive extensional drill program at depth to scope out the size of the
deposit. Drilling continues to deliver good widths, grades, and continuity on 100-200m
step outs with best results of:

e 23mat6.3g/t Au e 25mat3.9g/t Au

e 25m at 3.01g/t Au, Incl 16m at e 26m at 2.5g/t Au, Incl 10m at
4.5g/t Au 3.1g/t Au & 5m at 3.5g/t Au

e 7mat4d.7g/tAu e 1lmat3.2g/tAu

Recent drilling has focused on an east dipping lode located at the northern end of the
deposit. At its deepest extent, mineralisation has been confirmed to at least 600m below
surface, with another drill hole currently underway that will look to test the main lode a
depth of ~750m below surface. If successful, this drill hole would confirm a +1000m depth
extent for the LUIN4 lode and establish a framework of the lode geometry enabling a
ramped up inferred resource drill out to commence.

Figure 10 - Cross section of recent results at LJN4
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Figure 11 - Long section of recent results at LIN4

GE25200mN

GR26400mN GA26500mN GA2EHI0mN
C!'I Surface Om
R — —RWRe - MR
e IV - gl 1.’"""'" : T TTroh—— . Base of covar
Snum - W, e = [oagre: “" , YLIRSTH 84 3 “.' \ v P e Bl '_1:' . { Nul"
o "1 SR o v acen LR S wmcsy e MORI A cEee " \
- | 28 .3 nei
" f" 8, y ® e o = w Ao . e
WLRCES LN = . " Y . '
u e 8 o ol ese ' VRARGEMLINCTE) e
o L‘t T w__ncrk 24 - W 284w 18 b4 4_1.._.. - W IRDEM
= "‘?‘" "2 “fz’l& . - 17 mactss; @ munce 2 '
£ w.ucis N . » 2 ¥ WA W . = 100m)|
ST 17 W Y NLACSE . MG R o =
& ) 0 ; » e inc wincen
g o S v G N s 17 v Y o RN T . hincr
5 ™ S e . 13 WIRCTE . MLOCOID T : e
2% R | Y e & 2 oS - =
2 WLy 1 LG .
W00 | Eash, ' wrca]  MLRET s 2 43 | %ML . i =
£ a8 8 i
8.-7|.’; ! 313.330m grean W s >
A fucrane atamen 12 ,
’ nLCCcost 2%
N MLRC
-
-200m)
N rCE |
-
2
400m '
S00m|
NLOGn:
-
Pl
| =
Lsoom | 3
vooon Siche w-r:nudc wih fuchane
e LoDy Slioration 445-463m
* ~400m|
. 4 T @ Lo
2 B
-600m |
Cpen
& NLIDOGS
4
Open
NLCCs
-700m Sulphadc caonate Ateration
G . 520-5350 &om|
m-
e .
s >200g'm Y 4
i
* 100-200 g
50 -100 Oper
20 -50 .
ok vk «l Lady Julie North 4
. i = Main Zone
Assays pending 190m
% . < % . ” x
Planned drilhole i Composite Inclined Longitudinal Projection
— Pit culline (FFS) D 0 e wa_mose Gram-Metres, Looking West &)

Source: MAU

LIN4 MRE Update increases LIN4 to 1.49Moz at 2.01g/t Au

Today’s MRE update increased the LUIN4 resource to 1.49Moz at 2.01g/t representing a
+550koz increase since the last update in March this year. The ongoing drill out of the
northern shoot added the majority of ounces to the resource. Once further pit
optimisations are completed we expect that a portion of these additional ounces added
will be converted into a underground resource where pit optimisations fall away.
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July 2024 MRE update increases
LIN4 to 1.49Moz at 2.02g/t Au

We expect further additions to our
mining inventory as further drilling
is reported

Figure 12- MAU Lady Julie Project July 2024 MRE update.

Deposit Classification | Tonnes Au g/t | Ounces
LIN4 Indicated 16,089,000 | 2.13 | 1,101,000
LJC Indicated 792,000 1.97 50,200
HNY Indicated 1,995,000 | 1.29 82,800
Total Indicated | 18,876,000 | 2.03 | 1,234,000
LIN4 Inferred 6,970,000 | 1.75 | 391,400*
LJC Inferred 541,600 1.26 22,000
HNO Inferred 1,182,000 | 1.25 47,600
Total Inferred 8,693,600 | 1.65 | 461,000
LIN4 Total 23,060,000 | 2.01 | 1,490,000*
LJC Total 1,333,600 | 1.68 72,200
HN9 Total 3,177,000 | 1.28 | 130,400
Total Total 27,570,600 | 1.91 | 1,695,400

*LJN4 includes 2g/t cut off mineralisation for an undergrown resource below 440m.of 580,000t at 2.51g/t for 47,5000z
Source: MAU

Initial Argonaut Underground Inventory
We incorporate an initial underground mining inventory for LIN4 into our mining scenario

of 211koz at 3.42g/t Au using a 2.0g/t cut-off. Our underground mining inventory captures
mineralisation up to 175m below our existing open-pit designs in areas where sufficient
drilling has been reported. The main LIN4 lode continues to show good continuity of
grades and widths which, combined with strike lengths, produces an attractive ounces per
vertical metre profile of 1,200 OVM. True widths range from 7-20m over our selected
mining areas with an average strike length of 225m.

Our inventory estimates for a LUN4 underground currently total 425koz at 3.2g/t which
incorporates mineralisation down to 640m below surface. Based on our assessment of the
deeper LIN4 drill results we see a pathway to an eventual +500koz-750koz underground
resource at LIN4 based on an extrapolation of lode widths and grade. Further drilling will
be required to reach our target which we estimate at 10-15km of diamond drilling. MAU
is currently well funded with AS12M cash balance at the end of the MQ.

Figure 13 — Argonaut modelled initial mining inventory for the LIN4 deposit.
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Argonaut maintains its Speculative
Buy recommendation with a $2.70
Price Target ($2.10 prior).

Valuation

Argonaut’s base case mining scenario for the Lady Julie Gold Project is an open pit
operation with staged cutbacks over a 7-year mining period at LIN4. We utilise MAU’s
reported mining inventories for the LJC and HM9 deposits for our valuation. For LIN4 we
use Argonaut’s internal inventory estimates that incorporates all additional drilling
reported after the November 2023 MRE. We model a lower tonne/higher grade estimate
for LIN4 using MAU’s released drill results which are reported at 1.0g/t Au cutoff. Our
model assumes underground mining commencing in year 5 with a portal at the northern
end of the LIN4 open pit. We model a 9-year mine life producing an average of 110kozpa
at an AISC of A$1,689/0z. Production averages 132koz pa during years 1-4 in our model.

Figure 14 — Argonaut’s base case mining inventory estimates.
Argonaut Lady Julie Project Mining Inventory

Project Ore (mt) (g/t) (kOz)
LUN4-OP 9.6 2.4 751
LUN4 - UG 1.9 3.4 211
UC-OP 0.8 1.7 45
HN9 - OP 1.2 1.3 52
Total 13.6 2.42 1,059

Source: Argonaut Research

Our base case scenario considers a toll treating arrangement at a nearby mill (15km) with
a toll treating cost of $35/t. We use a pre-production capex estimate of AS30M to cover
a 5Mt waste pre-strip, offices, site infrastructure and other G&A. We model A$25M of
growth capex in year four (FY30) to cover underground mining startup costs, including
construction of a paste plant. Our base case valuation uses a WACC of 6% with inflation
escalated costs. The price target is set using a 50/50 weighting of our sum-of-the-parts
NPVs using Argonaut gold price forecasts and spot prices (page 2).

Figure 15- Valuation Summary, July 2024

Valuation Spot Prices Argonaut forecasts
Asset ASm ASsh ASm ASsh
Lady Julie Project NPVe 827.9 2.66 554.3 1.78
Resources 107.1 0.34 107.1 0.34
Hedge book 0.0 0.00 0.0 0.00
Corporate overhead (14.3) (0.05) (14.3) (0.05)
Unpaid capital 51.5 0.17 51.5 0.17
Cash 11.5 0.04 11.5 0.04
Debt 0.0 0.00 0.0 0.00
Total 983.7 3.16 710.1 2.28
Price Target (50/50 spot/base case) 2.70

Source: Argonaut Research
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Gold prices in the 4QFY24 were 6%
above our estimates

We upgrade medium-term prices
by US$100/0z

Our long-term price forecasts are
unchanged

Upgrading gold price outlook

Gold price strength continues to support bullish outlook

Spot gold prices have continued to outperform our expectations. We have marked to
market the 4QFY24 price, which has come in 6% higher than we had anticipated. Our price
profile remains unchanged, but we have lifted the starting point by ~US$100/0z, which
translates to 4% higher prices through to the end of 2025.

Figure 16: Lifting our near-term gold price forecasts by ~US$100/0z

Quarterly forecasts Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25
Gold (USS$/oz) - Previous 2,074 2,200 2,250 2,300 2,300 2,300 2,250 2,250
Gold (USS$/oz) - New 2,074 2,338 2,350 2,400 2,400 2,400 2,350 2,350
Change 6% 4% 4% 4% 4% 4% 4%

Source: Bloomberg, Argonaut Research, July 2024

The US$100/oz lift in our price forecasts for FY25 translates to similar increases for FY26
and FY27, with our gold price assumptions rising 4% in FY26 and 5% in FY27, with the net
increase USS100/0z in both years.

Figure 17: Upgrades to our gold price outlook

Y/E June FY25E FY26E FY27E FY28E FY29E FY30E Long-term
Gold (US$/0z) - Previous 2,288 2,225 2,125 2,089 2,111 2,172 1,850
Gold (US$/0z) - New 2,388 2,325 2,225 2,150 2,112 2,172 1,850
Change 4% 4% 5% 3% 0% 0% 0%

Source: Bloomberg, Argonaut Research, July 2024

Longer-term price forecasts largely unchanged

We have introduced a forecast of US$2,150/0z for FY28, 3% higher than our previous
assumption, which was based on our long-term gold price of US$1,850/0z. We have left
our FY29 and beyond forecasts linked to our long-term price assumption, hence our
forecasts are largely unchanged.

Figure 18: We maintain a bullish outlook for gold prices
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Source: Bloomberg, Argonaut Research, July 2024
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