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Chinese, carmakers join
race for lithium miners
PAUL GARVEY
RESOURCES

A string of recent big-ticket lithium investments by Chinese
groups could well be the start of a
dealmaking frenzy across the
sector.
In the week before Christmas,
Chinese duo Tibet Summit Resources and NextView Capital
agreed to buy Canadian lithium
producer Lithium X for $C265
million ($269.5m), just days after
NextView also paid £31m
($53.7m) for a 19.9 per cent stake
in London-listed lithium play
Bacanora Minerals.
Bacanora, which is planning to
develop the Sonora lithium pro-

ject in Mexico, has Australian
connections through executive
chairman Mark Hohnen and
chief executive Peter Secker.
Speaking to The Weekend Australian, Mr Hohnen said the company had been inundated with
interest from Chinese groups and
international carmakers interested in getting hold of lithium, a key
ingredient in the batteries underpinning electric vehicles and energy storage systems.
“Back in the 1920s, Henry Ford
couldn’t get enough rubber for his
T-Models, so went and bought up
Malaysian rubber forests. I think
we’re going to see a bit of that happening,” he said.
“There’s not an auto manufacturer that hasn’t at some stage

‘This is just
the start of it’
ROB HAMILTON
ASHANTI MANAGING DIRECTOR

been in contact.” Australia’s Pilbara Minerals, which is developing the Pilgangoora lithium
project near Port Hedland in
Western Australia, recently
signed the first lithium offtake
agreement with a carmaker when
it struck a deal with Chinese giant
Great Wall Motors.
Under that deal, Great Wall
has bought a 3.5 per cent stake in
Pilbara for $28m and has committed to buy a large chunk of Pilgangoora’s output for up to 15

years. Bacanora was advised on its
recent deal with NextView by
Perth-based boutique Ashanti
Capital.
Ashanti managing director
Rob Hamilton said the growing
Chinese appetite for lithium deals
— and the willingness to make big
upfront payments to put their foot
on supply — was reminiscent of
the height of the last boom.
“Their thirst to secure supplies
of lithium at the moment is actually not dissimilar to what was
happening in iron ore back in 08,”
he said.
“If you are a Chinese battery
manufacturer that needs to secure supply, you’re going to need
to write cheques. And that’s
something that we’re now start-

HARRY TRIGUBOFF, MERITON

Continued from Page 11

ing to see.” Mr Hamilton said he
believed that the flow of deals
would only accelerate in the new
year.
“This is just the start of it. I
think you will see in 2018 an enormous amount of activity, largely
directed by China,” he said.
A wave of new lithium operations are expected to come on line
in the new year, led by the likes of
Pilbara Minerals and its neighbour at Pilgangoora, Altura Mining. Tawana Resources and
Argosy Minerals are also closing
in on first production.
Brisbane-based Orocobre, recently said it expected prices for
the lithium carbonate from its Olaroz project in Argentina to increase 25 per cent in the first half.
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the profit margin is not as good,
the increased volume will make it a
very good year again.”
Mr Triguboff has fielded approaches to buy the Meriton business, finally ruling out a sale in
2015 after unsuccessful talks with
listed Chinese developer Country
Garden. At the time, he suggested
a $12bn value for the company on
the back of the housing boom.
Instead of selling, he started
succession planning that would
see the greater involvement of his
grandchildren in the business.
“I don’t think I would have sold
anyway,” he said. “My weakness is
I’m too close to the people in the
company.”
Meriton has about 2500
workers on the construction sites,
many through subcontractors
who worked for the company for
years, and about 600 staff in the
serviced apartment and administration.

We believe that now, though the profit
margin is not as good, the increased
volume will make it a very good year again.

Fruit grower turns to currents
to secure his farming future

Triguboff keeps
a grand vision
for development
a contract but do not proceed, had
eased.
Meriton would continue to buy
sites with the company looking for
larger lots able to hold a mix of
apartments and townhouses along
with childcare centres, medical
centres, restaurants and supermarkets.
The company recently marketed 15 townhouses in Sydney’s
Rosebery, seeing all sell in an hour
for more than $2.2 million each,
prompting the company to focus
on larger projects that will include
townhouses.
Site prices in Sydney had fallen
20-25 per cent but there had been
few mortgagee sales, Mr Triguboff
said.
Meriton was also looking to diversify across Sydney with interest
in areas such as St Leonards and
Willoughby on the city’s lower
north shore.
But the developer will steer
away from Brisbane projects, with
Mr Triguboff describing the market as “very bad” as a rash of units
come up for settlement. “They
have all been built in the same
area,” he notes of the inner city development boom.
More efficient council approvals and innovation in building
techniques were helping to keep
costs down “if there are enough
sales”.
Meriton needed only half the
workforce it previously had on
sites due to advances in building
technology, with many components of the apartment towers
manufactured elsewhere and
brought to the site.
“At present, the volume of sales
are not as strong as they were. But
after we reduce the price the volumes will increase,” Mr Triguboff
said.
“We believe that now, though
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income of their own. For some it
helps lower the cost of irrigation
from citrus, grapes and almonds.
Others use it for that, but also
pump the surplus back into the
national electricity market to take
advantage of soaring wholesale
electricity prices and the stubbornly high values for large-scale generation certificates (LGCs) that
attach to power from wind and
solar farms.
Mark Yates, who since 2015 has
built a fast-growing business, Redmud Green Energy, installing
small solar arrays on irrigation
plots through the Riverland, says
high energy prices have driven
farmers to enter the market.
Many sold their water entitlements back to the federal government during the drought and took
a compensation package to get out
of the industry for at least five
years.
“In some instances they have
removed the crops and they have
got out of farming altogether,’’
Yates says. “Some now have it as a
source of income. With rising
power prices they are using it to reduce their energy costs and provide a second income stream.”
Redmud has installed 17 facilities and has another 20 under way,
including its own developments in
partnership with an investor
through Green Gold Investments.
It has been helped by the fact that
potential development sites without water entitlements are cheap.
It has been an attractive proposition for farmers that has only
got better as wholesale prices have
doubled and tripled in the past two
years, the rise given added impetus
by the closure of the Northern
Power Station in 2016 and the
1600MW Hazelwood power station in Victoria in March.
The short notice of closures
combined with a federal government inquiry into the Renewable
Energy Target that stalled investment in new capacity for nearly
two years have combined to keep
prices high both for wholesale
electricity and the LGCs, which
have averaged above $80 for the
year.
Yates says it costs $400,000 for

that are likely to never see the light
of day,” Mr Fogarty added.
Mark Fitzgibbon, head of NIB,
said the biggest trigger for the industry doing better wasn’t relying
on government reform but expanding the value proposition of
the product for consumers, especially millennials.
“Governments both past and
present have done a good job in
encouraging private heath insurance participation and while
there remain some clear opportunities for reform, we ultimately
have to pull ourselves up by our
own bootstraps,” he said.
Mr Drummond added that although he agrees participation
rates for health insurance would
edge lower before stabilising, he
believed that the recent strengthening of employment, and hence
income levels of Australians,
would help.
“We must make faster and
more substantive progress on key
issues that will drive sustainable
premium rate reductions,” he said.
“These include reducing waste
in the system. Best estimates are at
least 20 per cent of system spend is
ineffective.”
HBF head John Van der Wielen said his company had focused
on costs this year and had reduced
operational costs by closing some
branches, ending its AFL sponsorships and focusing on efficiency.

“Actions like these, combined
with the recent reforms announced by the Health Minister
during the year, move us in the
right direction but it will take a
concerted effort from all parties —
government, hospitals, health providers and insurers — to keep us
on the path to better affordability,
more transparency and growing
participation,” he said.
“If the contribution of the private sector declines significantly
and the balance is lost, the public
system will be under enormous
pressure and waiting lists will increase substantially.”
Medibank’s Mr Drummond
said there also needed to be a further increase in provider fee and
quality disclosure in the market
place.
“In an increasingly transparent
world the Australian health industry needs to shift its thinking, as
our customers are frustrated with
the lack of data and information
that is readily available in other industries,” he said.
Mr Fogarty agreed, arguing
that Australians were in the vulnerable position of accepting unnecessarily high fees from health
service providers because they did
not have access to the required information.
“They need access to better information so they can compare
quality and cost and make an informed purchasing decision, just
as they would in any other mar-

‘The sun comes up
and it just starts
working’
SAM ALBANESE
RENMARK FRUIT GROWER

The states are seeking 450MW
and 600MW respectively of new
renewable energy towards their
own targets, and Edis says developers are pouncing on sites along
the transmission lines and near
substations that are able to feed directly into the grid. “We have got
more wind and solar farms proposed than we have transmission
lines to carry it,” Edis says.
According to Edis’s tally, the
capacity of renewable facilities operating, in development or contracted but yet to get under way,
means the RET is already met. It is
likely the 26 per cent reduction in
emissions required of the energy
sector will be met, too.
Indeed, the capacity of proposed renewable installations is
enough to generate 50 per cent of
the country’s energy needs by
2030, Edis says.
Faced with a years-long failure
by the federal government to settle
on energy and environment policy
that is regarded as the best hope of
lower, long-term prices, big com-

panies are backing renewable developments as an insurance
against their own rising bills.
Telstra this week unveiled its
second major renewable energy
deal since May, leading a consortium to underwrite the development of the 429MW Murra Warra
wind farm 30km north of Horsham in Victoria.
Telstra’s executive director of
energy, Ben Burge, says the deal
has secured “market-leading prices” for electricity from 2019 and
LGCs that some suggest cost less
than half the $106/MWh futures
price for electricity in Victoria.
John Pierce, who chairs the
body that makes the rules governing the national electricity market,
the Australian Energy Markets
Commission, said this week that
while prices are still rising, relief is
in sight. Household electricity bills
are up 11 per cent and expected to
rise until the middle of 2018. But
from then the arrival of new renewable generation capacity is expected to see prices fall 12 per cent
over the next two years.
Against that backdrop the federal government is still trying to
win over states to its proposed national energy guarantee, a plan
that would require electricity retailers to buy certain amounts of
energy from ready-to-use sources
such as coal, gas and hydro, as well
as from green sources such as wind
and solar in order to meet goals for
reliability, affordability and emissions reductions.
Back at Renmark, Albanese
says he has some reservations
about the direction of the electricity market.
“I am not sure that we are doing
the right thing with it (the electricity market),” he says.
Power prices were cheap and
supply more reliable when coal
was the only game and now both
are less so.
But those concerns are unlikely
to deter him from installing a second facility that can lower his own
costs and put more power back
into the grid, making money while
the sun shines. “Will that help the
grid? Yes,” he says.
“Will it give stability? Yes, I
think it will. And I will play my part
and I will get paid for it.”

Trade deficit biggest in over a year
Continued from Page 11
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Meriton’s Harry Triguboff: ‘In this market you either build a lot or you build nothing’

yet another sign that trade will
struggle to add to GDP growth in
the final quarter of 2017”.
The November data were
worse than the market had expected. Before the release, analysts had
forecast a surplus of $550m.
“Even if the trade balance did
recover in December, the weak
start to the quarter means that net
trade probably made a negative
contribution to GDP growth in the
fourth quarter,” Capital Economics’ Kate Hickie said.
Exports were largely flat in November — $141m higher at
$31.8 billion — as a 2 per cent rise
in non-rural goods such as iron
ore, metallurgical coal and thermal coal helped offset a 23 per cent
fall in gold exports. Non-monetary
gold, as it’s called, is a volatile item.

ket,” he said. Matthew Koce, chief
executive of Members Health, the
peak body for 24 not-for-profit
health funds, said due to archaic
government regulation, the ability
of health insurers to control medical costs charged by doctors, hospitals and prostheses suppliers was
limited.
“Members Health sees the lack

‘We have to pull
ourselves up by our
own bootstraps’
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of transparency by health service
providers as the key challenge,”
Mr Koce said.
Bupa’s health insurance boss
Dwayne Crombie said health insurance was becoming more expensive because healthcare was
becoming more expensive, but as
the most visible public face in the
wider industry, heath insurance
had become an easy punching bag.
“Typically, both public and private healthcare rise by at least 5
per cent per annum because a significant part of the cost is providing more healthcare to an ageing
population,” he said.
After a volatile 2017, insurers
are hoping for a smoother 2018
and increased access to data, for
consumers, is high on the wishlist.

Defence Health’s Mr Fogarty
said the private health insurance
industry would increase its efforts
for better access to data so that
consumers could get more from
their healthcare spending.
Mr Drummond said 2017 was
dominated by a conversation
about essential industry reform.
“So for 2018, it will be critical for
the broader industry to work harder together … this collaboration,
among other things, will need to
look at reducing clinically ineffective spend in the system,” he said.
Bupa’s Mr Crombie said it was
clear that as an industry, insurers
had to remain customer-centric
around affordability.
“Helping customers to engage
in keeping themselves healthier,
supporting them to manage any
chronic disease conditions and
guiding them around their choices
in a very disintegrated healthcare
system will all become increasingly important in demonstrating
value,” he said.
HBF head Mr Van der Wielen
said another important issue in the
next few years was investment returns.
“Health insurers have been assisted greatly by the strong sharemarkets but interest rate increases
will hit household income and
could flatten investment markets,”
he said.
“This is the next headwind we
as health insurers will face as well
as the community.”

Meanwhile, imports were up
1 per cent at $32.5bn.
“These back-to-back trade
deficits posted in October and
November follow 11 monthly surpluses on the trot, putting a bit of a
dent in the idea that the trade sector is still in ruddy good health,”
Commonwealth Bank economist
John Peters said.
Mr Peters still expected strong
demand for LNG exports to
underpin the trade figures this
year, noting more LNG projects
would come on line.
“The future still looks relatively
positive, with likely continuing
strong demand for Australian iron
ore and coal by China” he said.
Ms Hickie added: “There is a
chance that coal exports may have
increased in December given that
the Chinese government loosened
some of the restrictions on coal-

fired power plants in December
because of the cold weather.”
Australians imported more
than $580m worth of toys, books
and leisure goods in November —
a record high — and $1.48bn worth
of shoes and clothes. Service exports, which make up about a
quarter of all exports, were helped
by a 3 per cent rise in tourism earnings, which came to $5.2bn.
The trade balance measures
the monthly value of the flow of
goods and services traded with the
rest of the world. Trade deficits,
which are the part of the current
account deficit that excludes international investment flows, can be
funded by selling assets to or borrowing from foreigners.
Australia’s foreign debt, equivalent to more than 60 per cent of
GDP, is the highest in the developed world.

Asian demand helps
boost nation’s exports

Fee relief for health insurance premiums
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a one acre installation of 800 solar
arrays, which are sold to farmers
with an indicative 10 per cent return. But high prices this year have
lifted that return closer to 15 per
cent and encouraged more land
holders to consider installations.
South Australia already has the
highest share of renewable energy
of any state at about 50 per cent —
and the highest prices to go with it,
as it is forced to rely on high-priced
gas generators to “firm” that variable supply.
But it is not just in the Riverland
where agricultural property is
being turned over to solar and
wind. Green Energy Markets director Tristan Edis says there has
been a land grab under way in Victoria and Queensland in the latter
part of the year as developers snap
up sites they hope will help them
win renewable energy tenders.
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Medibank chief executive Craig Drummond

weeks ago when the Mid Year
Economic and Fiscal Outlook was
issued.
“The global economy seems to
be going from strength to strength,
which suggests prices might be
sustained at these higher levels for
longer,” Dr Oliver said.
“It has been partly reflected in
the MYEFO statement that came
out just before Christmas, but the
fact prices are holding up for
longer indicates there could be
more to go.”
Assuming costs stay the same,
all of the price increases will flow
directly to the profits of the
nation’s resources companies.
“A chunk of that will get paid in
tax to Canberra and if it is
sustained it could speed up the
process of getting back to surplus,
or alternatively, provide the
(individual) tax cuts the (federal)
government is talking about,” Dr
Oliver said.
Shares of the nation’s big miners and gas exporters are already
reflecting confidence that even if
prices do not remain at current
levels, they will be stronger than
previously thought.
Since the start of December,
BHP has risen 11 per cent to a twoyear high of $30.58, Rio Tinto is up
10 per cent to a 6½-year high of
$78.25, and even Fortescue Metals,

which has been underperforming
its bigger rivals this year because of
demand for their higher-grade
ore, is up 16 per cent at a threemonth high of $5.35.
On the energy side, Woodside
Petroleum is up 12 per cent to a
two-year high of $34.57 since the
start of December, and Santos,
whose share price has nearly doubled since the end of June, is up 8
per cent to a two-year high of
$5.55.
The latest consensus commodities forecasts from FocusEconomics, released in early
December, show benchmark iron
ore prices at Chinese ports are expected to average $US61 a tonne
this half, according to average
forecasts of major banks.
This is higher than September
forecasts from the OCE, which is
tipping an average of $US51 a
tonne at Australian ports, or about
$US56 shipped to China.
The Weekend Australian’s
analysis shows that if prices stay at
current levels, iron ore revenues
would receive a $4.5bn boost beyond the OCE’s September predictions, coking coal a $10.2bn
boost and thermal coal a $10.2bn
boost.
Volatile coking coal prices,
where supply disruptions have
also sent prices higher, are thought
to be the least likely to hold the
surprisingly high levels.

