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Buy with a Target Price of $88.00

Albemarle Corp​ NYSE: ALB​​

Share Price​ $67.13​​

Shares Outstanding (mm)​​ 105.99​

Market Capitalization​ $7,115.11​

- Cash and Short-Term Investments​ $398.2​​

+ Minority Interest​ $173.6​

+ Total Debt​ $2,015.3​

Enterprise Value​ $8,905.8​

2018A*​ 2019E​ 2020E​

Revenue​ $3374.95​ $3507.35​ $3802.93​

YoY​ 3.92%​ 8.43%​

EV/Revenue​ 2.54x​ 2.34x​ 2.19x​

EBITDA​ $918.31​ $923.71​ $1229.87​

Margin %​ 27.21%​ 26.34%​ 32.34%​

EV/EBITDA​ 9.64x​ 7.24x​ 6.48x​
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Index Benchmarks

Key Segments vs. Sector

Source: Bloomberg

ALB Trading at a Significant Discount to Industry
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Albemarle Overview

A leading global developer, manufacturer, and marketer of highly-engineered specialty chemicals

Source: Bloomberg
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Thesis 1: Future-Proofed to Capture Clean Energy Catalysts

Albemarle Facing Challenges in Catalyst Segment

Market Over-Punishing 

Catalyst Market Poised for Growth

 Catalysts segment net sales for 2Q 2019 decreased 7% 

compared to 2Q 2018

 The impact was primarily due to lower sales volume driven by 

the impact on FCC catalysts on lighter global crude

Sources: Bloomberg, company filings

 Global refinery investments for greenfield and expansion 

projects expected to reach a total of $409 billion, 2017-2026

Catalysts Segment Metrics

Albemarle is Over-punished for Short-Term Headwinds  

Global Refinery Greenfield CapEx Estimates
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The Lithium Industry 

Industry as a Whole

An Unusual Increase in Supply of Lithium

Source: Bloomberg, Statistica

Lithium Global Supply (Metric Tons, 000s)

Lithium Global Reserves (Metric Tons, 000s)
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The Lithium Industry

Industry as a Whole

Lithium Prices Dip by Wave of New Supply and Stocks Turn Volatile

Source: Bloomberg.

Lithium vs. Lithium Producers’ Returns
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Growth in Lithium Demand

Lithium Market Outlook

Global Lithium Market Headed For Growth

Source: Bloomberg

 Total Lithium demand expected to grow at a CAGR of 17-23% 

due to EVs and Consumer Products through 2025

Global Lithium Demand Bound To Grow Key Lithium End-Markets
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Full Sail Ahead for Lithium

Albemarle’s Hold in the Industry

ALB’s Market Share Poised to Grow

Sources: Bloomberg, Company Filings, Zacks Report

Focus on Core-Business and Growth

Buyout of Lithium assets 

of Jiangxi Jiangli Co.

Talison Joint Venture in AustraliaAcquisition of 

Rockwood Holdings

Sold Chemetall Treatment, Mineral 

Flame, and Tribotec Metal units

Sale of polyolefin catalysts 

and components segments

 Albemarle is selling non-core businesses and assets to boost growth opportunities and 

focus on its key business segments 

 Albemarle is also the largest Lithium producer allowing it to leverage their low-cost 

position and offtake agreements to capture majority of growth in demand 
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Thesis 2: Strategic Exposures a Unique Driver of Stability

Albemarle has numerous characteristics that stabilize cash flows

Source: Bloomberg, UBS, Morningstar

Higher Quality Lithium

• Lithium Hydroxide is more energy 

dense than Lithium Carbonate

• Easy to expand capacity to meet 

demand with limited government 

regulations on output

Contract Power

• 80% of ALB Lithium is under long 

term, fixed rate contracts

• SQM and Livent recently reported 

13-31% declines in prices, ALB 

reported 2% increase

Scale and Cost Power

• ALB is the #1 Lithium producer in 

the world by output

• ALB operates the lowest cost 

Carbonate and Hydroxide mines 

in the world

Diversification

• 64% of ALB’s revenue is in 

Bromine and Catalysts

Stable Operations

• Lower FX/political risk operating in 

Chile and Australia vs. Argentina

World-Class Bromine

• Dead Sea/US facilities have 5x 

concentration of Indian reserves, 

up to 50x compared to Chinese

Sticky Catalyst Business

• Crude oil catalysts are individually 

customized based on local oil 

quality and refinery specifications
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Real Options Valuation Inputs

Main Drivers of Albemarle

Source: Bloomberg
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PROJECT #3

Real Option Structure

Real Options Valuation Process Flow Chart

Flexible Quantitative Methods for Determining Uncertainties in Firm Operations

Source: Brandão and Miranda, 2013
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Copula SDE

We use a copula to generate random price movements

Copula SDE (with X being a matrix of all 5 prices):

Instantaneous Rates of 

Return

GARCH VolatilitiesSet of changes in all 

five drivers

Random Variations 

Sampled from Copula

All 5 drivers are 

simulated 

simultaneously to 

capture correlations

These Stochastic Price Movements are 

Correlated Across Each Random Trial
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Real Options Valuation Results 

A Simple Dispatch Function

We use the following formula to simulate 

management optionality across our 10000 sims:

𝑷 𝒔 = 𝑬 𝑷 ∗ 𝒆𝒂𝒗𝒆𝒓𝒂𝒈𝒆 𝒓 𝑫𝒓𝒊𝒗𝒆𝒓 ∗𝒔

Where the optionality comes from management 

adjusting production to how prices move: Higher 

Lithium and Bromine prices, Albemarle produces 

more. The converse is also true. s is a 

component that allows us to adjust for sensitivity. 

This makes intuitive sense, as nobody would 

produce the same regardless of prices: in 

unprofitable times, they can simply sell less. 
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Discounted Cash Flow Model

How do we see the future unfolding? 
(in $ millions, unless noted)

Operational Outputs

Segment-Level Outputs

Implied Enterprise Value 11,206

Implied EV/EBITDA 2018 

Multiple 9.7x

Implied Terminal Value/EBITDA 2023 Multiple 11.0x

Implied Equity 

Value 9,883

Implied Share Price $93.57

39.4% Upside from Intrinsic Value
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(in USD$ millions, unless noted)

Company Market Cap EV 2019E 2020E 2021E 2019E 2020E 2021E

Lithium

Livent Corp 1012 1067 8.23x 6.94x 5.62x 2.37x 2.20x 1.84x

Sociedad Quimica y Minera de Chile S.A. 7439 8098 11.77x 10.19x 9.25x 4.00x 3.55x 3.26x

Tianqi Lithium Corp 4206 9075 18.33x 15.08x 12.93x 10.95x 8.87x 7.21x

Ganfeng Lithium Corp 3807 4016 21.98x 17.28x 14.50x 4.74x 4.08x 3.81x

Mean 15.08x 12.37x 10.57x 5.52x 4.67x 4.03x

Median 15.05x 12.64x 11.09x 4.37x 3.81x 3.53x

Bromine

Israel Chemicals Limited 6055 8718 6.94x 6.72x 6.53x 1.57x 1.51x 1.45x

LANXESS AG 5776 7866 6.99x 6.72x 6.38x 0.99x 0.97x 0.94x

Mean 6.96x 6.72x 6.46x 1.28x 1.24x 1.19x

Median 6.96x 6.72x 6.46x 1.28x 1.24x 1.19x

Catalysts

W.R. Grace and Co 4396 6254 10.82x 9.85x 9.20x 3.13x 2.97x 2.82x

BASF Corp 67957 90427 9.91x 8.68x 8.05x 1.31x 1.27x 1.24x

Johnson Matthey PLC 7472 8640 8.83x 8.27x 7.69x 0.75x 0.75x 0.63x

Lonza Group 25380 28915 18.02x 16.24x 14.56x 4.87x 4.55x 4.22x

Mean 11.90x 10.76x 9.87x 2.51x 2.39x 2.23x

Median 10.37x 9.27x 8.62x 2.22x 2.12x 2.03x

Blended Mean 11.69x 10.22x 9.17x 3.29x 2.92x 2.61x

Blended Median 11.15x 9.80x 8.93x 2.76x 2.50x 2.35x

Albemarle 7,115        8,906          9.64x 7.24x 6.48x 2.54x 2.34x 2.19x

Summary EV/EBITDA EV/Revenue

Relative Valuation

Albemarle trades at a discount to peers on EV/EBITDA and EV/Revenue multiples

Source: Bloomberg
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Football Field + Conclusion

Albemarle valued at a 31% upside
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Disclaimer

The print and digital material ("the material") for this presentation was prepared by the analyst team of Desautels Capital Management (“DCM").

The qualitative and statistical information ("the information") contained in the material is based upon various sources and research believed to be

reliable and DCM makes every effort to ensure that the information is accurate and up to date, but DCM accepts no responsibility and gives no

guarantee, representation or warranty regarding the accuracy or completeness of the information quoted in the material. For reasons of

succinctness and presentation, the information provided in the material may be in the form of summaries and generalizations, and may omit detail

that could be significant in a particular context or to a particular person. Any reliance placed on such information by you shall be at your sole risk.

Opinions expressed herein are current opinions as of the date appearing in this material only and are subject to change without notice. In the event

any of the assumptions used herein do not prove to be true, results are likely to vary substantially. All investments entail risks. There is no

guarantee that investment strategies will achieve the desired results under all market conditions and each investor should evaluate its ability to

invest for a long term especially during periods of a market downturn. No representation is being made that any account, product, or strategy will or

is likely to achieve profits, losses, or results similar to those discussed, if any. This information is provided with the understanding that with respect

to the material provided herein, that you will make your own independent decision with respect to any course of action in connection herewith and

as to whether such course of action is appropriate or proper based on your own judgment, and that you are capable of understanding and

assessing the merits of a course of action. DCM shall not have any liability for any damages of any kind whatsoever relating to this material. You

should consult your advisors with respect to these areas. By accepting this material, you acknowledge, understand and accept the foregoing.

No part of this document may be reproduced in any manner, in whole or in part, without the prior written permission of DCM, other than current

DCM employees. Should you wish to obtain details regarding the various sources or research carried out by DCM in the compilation of this

marketing presentation please email mcgillhim@gmail.com.
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APPENDIX: DCF
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