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Investment Module: 
Rare Earth Materials

High Tech Gold for a High Tech World

Welcome to the Suzhou Blue Tiger investment module
on rare earth materials. 

Rare Earth is not yet a common investment theme for global
investors yet these materials are high-tech gold and are vital for a 
high tech economy. They are required in ever larger quantities year 
after year for use in new cleantech initiatives, advanced water 
filtration, and defense applications. 

Rare earth are a group of 15 elements found in the
ground.  

The demand for rare earth is exploding yet 97% of rare earth
production was produced by China in 2009 giving it an effective 
monopoly of the materials. 
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One new wind turbine alone requires 1 metric ton of Neodymium.

Chinese demand for electrical generation via wind turbines is exploding.
In 2009, China produced 13 Gigawatts (GW) of electricity using wind turbines. 
They plan to add an additional 300 GW of wind turbine capacity by 2020.
This demand for wind energy alone could turn China into an importer of 
Neodymium instead of being exporter. 

An electric vehicle requires twice the rare earth as a gasoline engine vehicle. 
An electric vehicle will require 20-30lbs of rare earth for each vehicle.

Other uses of rare earth are as follows:

Rare Earth Materials:
The Demand Side

Greentech:
- Electric vehicles
- Energy Saving Light Bulbs

Defense Systems:
- Precision-guided munitions
- Lasers
- Communication Systems
- Radar Systems
- Avionics
- Night Vision Equipment
- Satellites

Consumer Electronics:
- Ipad
- BlackBerry
- Hard disk drives
- Speakers 

Chart Source: USGS
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Total Demand for Rare Earth Materials will jump 60% 
in the next 5 years.

2010 = 125,000 tons annual
2015 = 205,000 tons annual

Non-China demand in 2010 was 55,000 tons. Current Chinese export quotas
only allow them to export 30,000 tons. Therefore, we witnessed a 25,000 ton
material shortfall in 2010. There will be growing shortfalls in RE for the 
foreseeable future.

Rare Earth Materials:
The Demand Side



Rare Earth Materials:
The Supply Side

Most rare earth material processing now occurs in China. 
In 2009, China produced 97% of rare earth oxides and they have 50%
of the world’s reserves. China had reserves of 50 to 60 million tons in 2008.

Rare earth materials are not all that rare, but are found only 3 places in the 
world where sufficient quantities exist for them to be mined.

1. Molycorp’s Mountain Pass facility-CA, U.S.A
2. Inner Mongolia, Guangxi, Hunan, Fujian, Jiangxi - China
3. Western Australia

China has a dominant market position giving it market power. 
It is also clamping down on the market. 

- China has adopted domestic production quotas on rare earth materials. 
China’s export quotas for the 2nd half were 50-60% less than anticipated 
sending shockwaves through the markets. The Chinese Ministry of Commerce
has said they will continue to increase export quotas every year. 

- China has increased export taxes on all rare earth materials to a range 
of 15-25 percent.

-The Ministry of Land and Resources Wednesday ordered local governments 
to report the current mining situation in rare earth 

-China will adopt a uniform pricing system for rare earth in the provinces 
of Jiangxi, Fujian, Guangdong and Hunan and Guangxi Zhuang autonomous
region to stabilize the mineral's  prices and prevent  over-exploitation.

- Baotou Steel Rare Earth High-Tech Co and Jiangxi Copper Corp are set to 
launch a unified pricing mechanism on light rare earth materials nationwide. 
Baotou Steel Rare Earth alone currently supplies 46% of the global market 
demand.
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Rare Earth Materials:



Molycorp (MCP):

Molycorp, Inc. is a rare earth oxide (REO) producer in the Western hemisphere 
and own most fully developed rare earth project outside of China. The Company
has made investments, and focuses on investing in developing applications for
individual rare earth elements (REEs). 

The Company has the largest high quality RE deposit on Earth.
Proven Reserves: 88 Million Pounds @ 9.38% Ore Grade
Probable Reserves : 2.1 Billion Pounds @8.34% Ore Grade

The current Balance sheet does not reflect probable reserves. The Mountain Pass facility
Is several thousand acres in size, yet only a small portion has disturbed for mining so far. 

Basics
-Mountain Pass, California
- Largest , high quality RE reserve on Earth
- 58 Years Operating History
- IPO launched in 2010
- 82 million shares outstanding
- $ 2.5 Billion Market Cap with price @$30
- $350 million in net debt
- $7 Billion in enterprise value at today’s RE prices. (04DEC2010)
- $33 analyst target from Gabelli Asset Management
- 30 Year Mine- to- Magnet Plan Under Way

Production
- Total Production of 3,000 tons in 2010.
- Total Production plan of 6,000 ton in 2011.
- Phase 1 total Production of 20,000 ton by 2015. 
- Phase 2 production could be expanded reach 40,000 tons.
- ( Company is already investing in the operation to make a quick conversion to 40k tons.)

Costs of Production
- Molycorp is the lowest cost producer of RE with a cost of $1.26/Pound
- Chinese production has a cost of $2.54 per pound
- Lynas Australia has a cost of $2.56 per pound
- Molycorp has achieved lowest cost with process breakthroughs including a high generation

Natural gas co-generation system on-site, acid recycling system. 
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Molycorp (MCP):

MCP IPO Statements:



Molycorp (MCP):

MCP IPO Statements:



DISCLAIMER

It should not be assumed that the methods, techniques, or indicators
presented in these pages will be profitable or that they will not result 

in losses. Past results are not necessarily indicative of future results. 
Examples presented on these pages are for educational purposes only. 
These set-ups are not solicitations of any order to buy or sell. 
The authors, the publisher, and all affiliates assume no responsibility for 
your trading results. There is a high degree of risk in trading.
Hypothetical performance results have many inherent limitations, some 
of which are described below. No representation is being made that any 
account will or is likely to achieve profits or losses similar to those shown. 
In fact, there are frequently sharp differences between hypothetical 
performance results and the actual results subsequently achieved by 
any trading program. One of the limitations of hypothetical performance 
results is that they are generally prepared with the benefit of hindsight.
In addition, hypothetical trading does not involve financial risk of actual 

trading. For example, the ability to withstand losses or to adhere to a 
particular trading program in spite of trading losses are material points 
which can also adversely affect trading results. There are numerous other
factors related to the markets in general or to the implementation of any 

specific trading program which cannot be fully accounted for in the 
preparation of hypothetical performance results and all which can 
adversely affect actual trading results.


