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R E P O R T S

Oct 26th, 2021

MP Materials Corp. (NYSE:MP): Rare Earth Shenanigans in 
Chamath Backed Company Will Likely Cost Investors Dearly

Research Report on MP Materials Corp (NYSE: MP)

- Rare earth mining company MP Materials Corp
came public on the NYSE in November 2020 through
a SPAC reverse merger backed by “SPAC King” Cha-
math Palihapitiya.

- The company was able to sell itself to investors
touting the fact that MP is the biggest rare earth
producer in the western world, and the only feasible
competitor to Chinese producers.

- In reality, we believe that this is nothing more
than a smoke and mirrors show. We found that
Shenghe, a related party that accounts for 99% of
MP’s revenue, and a signi�cant shareholder, can be
traced back to the Chinese central government.

- Biden’s plan to bring back rare earths theoretically
would lead to MP as they are the only American
producer. However, our research shows that MP in
reality remains under the control of the Chinese
government.

- MP is the second iteration of the same mining
venture (Molycorp) that previously ended in bank-
ruptcy. However, Chamath and his friends were able
to bring MP public again at a 300x valuation increase
in only three years without signi�cant business
improvements.

- When comparing MP and Molycorp side by side, it
appears that MP’s current plan is almost an identical
copy of Molycorp’s failed Project Phoenix from
almost 10 years ago.

- MP’s mine generates nowhere near the economic
essence needed to support the current valuation
due to the fact that MP mostly mines less valuable
rare earth, namely Cerium and Lanthanum. It does
not participate in the favorable trend in rare earth
prices the same way competitors do.

- The projections that MP puts forth seem com-
pletely unattainable, and the company needs to
incur capital expenditures that might lead it back
into bankruptcy.

- MP has been able to ride the green energy
and Electric Vehicle hype by mischaracterizing
its business and grouping itself with names like
Tesla.

- MP’s core management team lacks natural
resources credibility and consists of �nancial
engineers. Management is not so con�dent in
themselves either; as they have sold close to
$356M worth of stock since going public.

- The operations team in charge seems to be
the same that led the company into bankrupt-
cy in its previous iteration.

- Our research leads us to conclude that MP is
a repacked failed business that was dumped
on investors at elevated prices. The idea that
MP is the only feasible competitor to Chinese
producers seems like a complete charade
given that its biggest client and signi�cant
shareholder is controlled by the Chinese
Treasury Department.

- We see ~60% downside in the short to
medium term once investors and regulators
wake up to the company’s shenanigans.
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IMPORTANT LEGAL DISCLAIMER

PLEASE REVIEW CAREFULLY IN CONJUNCTION WITH OUR RESEARCH REPORT AND SUPPORTING 
MATERIALS, INCLUDING THE FULL LEGAL DISCLAIMER ON THE LAST PAGE OF THIS REPORT.

This report and all statements contained herein are the opinions of Grizzly Research, and are not 
statements of fact.  

Reports are based on generally available information, �eld research, inferences and deductions through 
Grizzly Research’s due diligence and analytical process. Our opinions are held in good faith, and we have 
based them upon publicly available facts and evidence collected and analyzed including our 
understanding of representations made by the management of the companies we analyze, all of which 
we set out in our research reports to support our opinions, all of which we set out herein.  HOWEVER, 
THEY REMAIN OUR OPINIONS AND BELIEFS ONLY.

We conducted research and analysis based on public information in a manner than any person could 
have done if they had been interested in doing so.  You can publicly access any piece of evidence cited 
in this report or that we relied on to write this report. 

Grizzly Research makes no representation, express or implied, as to the accuracy, timeliness, or 
completeness of any such information or with regard to the results to be obtained from its use.  

We are entitled to our opinions and to the right to express such opinions in a public forum.  We believe 
that the publication of our opinions and the underlying facts about the public companies we research is 
in the public interest, and that publication is justi�ed due to the fact that public investors and the 
market are connected in a common interest in the true value and share price of the public companies 
we research.  All expressions of opinion are subject to change without notice, Grizzly Research does not 
undertake a duty to update or supplement this report or any of the information contained herein.  

This is not an o�er to sell or a solicitation of an o�er to buy any security, nor shall any security be o�ered 
or sold to any person, in any jurisdiction in which such o�er would be unlawful under the securities laws 
of such jurisdiction.  Recipients of the research report are professional investors who are expected to 
make their own judgment as to any reliance that they place on the research report.  You represent that 
you have su�cient investment sophistication to critically assess the information, analysis and opinion 
on this website. 

AS OF THE PUBLICATION DATE OF THIS REPORT, GRIZZLY RESEARCH (POSSIBLY ALONG WITH OR 
THROUGH OUR MEMBERS, PARTNERS, AFFILIATES, EMPLOYEES, AND/OR CONSULTANTS) ALONG WITH 
OUR CLIENTS AND/OR INVESTORS HAS A DIRECT OR INDIRECT SHORT POSITION IN THE STOCK (AND/OR 
OPTIONS, SWAPS, AND OTHER DERIVATIVES RELATED TO ONE OR MORE OF THESE SECURITIES) OF THE 
COMPANY COVERED HEREIN, AND THEREFORE STANDS TO REALIZE SIGNIFICANT GAINS IN THE EVENT 
THAT THE PRICE OF MP'S STOCK DECLINES. THEREFORE, USE GRIZZLY RESEARCH’S RESEARCH AT YOUR 
OWN RISK. YOU SHOULD DO YOUR OWN RESEARCH AND DUE DILIGENCE BEFORE MAKING ANY 
INVESTMENT DECISION WITH RESPECT TO THE SECURITIES COVERED HEREIN. THE OPINIONS EXPRESSED 
IN THIS REPORT ARE NOT INVESTMENT ADVICE NOR SHOULD THEY BE CONSTRUED AS INVESTMENT 
ADVICE OR ANY RECOMMENDATION OF ANY KIND.  FOLLOWING PUBLICATION OF THIS REPORT, WE MAY 
CONTINUE TRANSACTING IN THE SECURITIES COVERED THEREIN, AND WE MAY BE LONG, SHORT, OR 
NEUTRAL AT ANY TIME HEREAFTER REGARDLESS OF OUR INITIAL OPINION. 

To the best of our ability and belief, all information contained herein is accurate and reliable, and has 
been obtained from public sources we believe to be accurate and reliable, and who are not insiders or 
connected persons of the stock covered herein or who may otherwise owe any �duciary duty or duty of 
con�dentiality to the issuer. Note that Mp Materials Corp and insiders, agents, and legal representatives 
of Mp Materials Corp and other entities mentioned herein may be in possession of material non-public 
information that may be relevant to the matters discussed herein.  Do not presume that any person or 
company mentioned herein has reviewed our report prior to its publication.   

Legal Disclaimer
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Research Report on MP Materials Corp (NYSE: MP)

Rare Earth Investment Brought to You by Chamath 
Palihapitiya
MP Materials completed its business combination with the SPAC Fortress Value Acquisition Corp. (NYSE: FVAC) on 
November 17, 2020, and it started trading on the NYSE under the symbol “MP” on November 18, 2020. According 
to MP’s description, it is “the largest producer of rare earth materials in the Western Hemisphere”, and it “owns and 
operates Mountain Pass, an iconic American industrial asset, which is advertised as the only rare earth mining and 
processing site of scale in the Western Hemisphere and currently produces approximately 15% of global rare 
earth content.”

MP’s stock price has had a strong bull run since its business combination completion last November, when it was 
trading at sub-$20 level. Now it is trading close to $40 per share. 

Oct 26th, 2021

It is also worth noting that the “King of SPACs”, Chamath Palihapitiya, also co-led a $200M PIPE into FVAC before its 
merger with MP Materials.  

source: Twitter

Chamath’s involvement in MP (previous FVAC) brought a lot of investor attention to this company. His core thesis 
focused on MP’s potential to supply magnets within the EV space and how MP would allow a viable rare earths 
monopoly to be created in the Western Hemisphere (free of Chinese in�uence). This thesis was picked up by a 
variety of retail investors, amidst the 2020 election, and is the largest part of MP’s story.

In addition, the Department of Defense’s $9.6M technology investment into MP’s e�ort to add value-add process-
ing and separation capabilities was also viewed as a big positive for MP. However, to put this in context, we want 
to point out that the Department of Defense contributed to a much bigger amount of $30.4M to Lynas USA LLC, 
whose parent company Lynas Rare Earth Ltd is not even an American company (it is an Australian company)!
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MP's Stock Price and Volume 

Volume Stock Price

We Were Not Surprised to See that Chamath Backed the SPAC that Brought MP Public 
Following His Involvment in DOJ Investigated Company $CLOV. 
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https://www.businesswire.com/news/home/20201117006236/en/MP-Materials-Completes-Business-Combination-and-Will-Begin-Trading-on-the-NYSE-under-%E2%80%9CMP%E2%80%9D
https://www.defense.gov/News/Releases/Release/Article/2418542/dod-announces-rare-earth-element-awards-to-strengthen-domestic-industrial-base/
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Research Report on MP Materials Corp (NYSE: MP)

Rare Earth Investment Brought to You by Chamath 
Palihapitiya

Oct 26th, 2021

A prospectus �led in December 2020, seems to indicate that Chamath immediately put his entire position up for 
sale just a month after the merger. 

In fact, the two largest shareholders and members of management: JHL (and its a�liated entities including the 
CEO, James Henry Litinsky) and QVT (through QVT and Fourth Avenue Financial) also o�ered up all their shares 
for sale.

In later amendments to the prospectus, the number of shares o�ered changed but JHL and QVT still managed to 
cash out over $356M. 

MP �led an 8K on September 16, 2021, stating that a�liates of MP’s early investors JHL Capital Group and QVT 
Financial, sold 4.25 million shares of MP at $35.00 per share, with a 30-day option granted to the Underwriter to 
purchase up to an additional 637.5K shares. 

source: company �lings

On September 13, 2021, MP Materials Corp. (the “Company”) entered into an underwriting agreement (the “Underwriting 
Agreement”) with Morgan Stanley & Co. LLC, as underwriter (the “Underwriter”) and a�liates of JHL Capital Group and 
QVT Financial, the selling stockholders named in Schedule B thereto (collectively, the “Selling Stockholders”), relating to the 
public o�ering (the “Secondary O�ering”) by the Selling Stockholders of 4,250,000 shares of common stock of the 
Company and a 30-day option granted to the Underwriter to purchase up to an additional 637,500 shares of common 
stock of the Company from the Selling Stockholders, at a price to the public of $35.00 per share. 

Name Q1 2021 Sold ($) Q3 2021 Sold ($) Total Sold ($)
JHL Capital Group 112,478,957  79,007,687   191,486,644   
QVT Financial LLP 53,999,504   37,930,087   91,929,591   

Li�nsky James 42,990,509   30,197,226   73,187,735   
Total 356,603,970   

Upon further examining MP’s history, its business model, and its business relationships, we have concluded that 
the company is far too reliant on the Chinese government, which puts its entire business at risk due to national 
security risks and high political tension between the US and Chinese. Furthermore, our research suggests that the 
company is unlikely to succeed in providing quality rare earth materials to customers outside of its related parties 
in China. 

source: Form 4 �lings

While Chamath was Touting the Merits of MP, Insiders Were Quick to Look For an Exit. We 
Ask: How Many Shares Does Chamath Still Own?
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Research Report on MP Materials Corp (NYSE: MP)

Oct 26th, 2021

Biggest, Almost Exclusive Customer/Related Party “Shenghe” 
is Ultimately Controlled by China’s Treasury Department

According to MP, the company believes that it is the only feasible foundation for an integrated Western Hemi-
sphere producer to compete against China. 

MP and its bulls have constantly touted the fact that MP will be the only feasible foundation for an integrated 
Western Hemisphere producer that can break free of China’s rare earth dominance and compete against them. 

With this in mind, we �nd it laughable and surprising that, according to MP’s own disclosure, 99% of its revenue 
comes from product sales to Shenghe, a Chinese company that is a shareholder and related party to MP. 

source: company �lings
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MP Sales Distribu�on (in US$000)

Shenghe

Third Par�es

Total Sales

0.6% 0.5% 0.5% 0.9%

In US$000

Product Sales - Shenghe $67,013 99.40% $73,017 99.50% $133,698 99.50% $131,875 99.10%

Product Sales - Third Par�es $405 0.60% $394 0.50% $612 0.50% $1,214 0.90%

Total Product Sales $67,418 100.0% $73,411 100.00% $134,310 100.00% $133,089 100.0% 

FY 2018 FY 2019 FY 2020 H1 2021
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Research Report on MP Materials Corp (NYSE: MP)

Oct 26th, 2021

Biggest, Almost Exclusive Customer/Related Party “Shenghe” 
is Ultimately Controlled by China’s Treasury Department

MP’s agreement with Shenghe is not just a sales relationship. Shenghe and MP have a complicated A&R O�take 
Agreement within which Shenghe has full control of MP’s top line, bottom line, and even supplies. This level of 
control from a foreign Chinese entity poses signi�cant risks. 

Speci�cally, MP has to pay a percentage of revenue from sales to companies other than Shenghe until a “prepay-
ment funding balance” has been reduced to zero. Furthermore MP has to pay to Shenghe, on an annual basis, an 
amount equal to MP’s annual net income (excluding contributions by Shenghe’s purchase) until the “prepayment 
funding balance” has been reduced to zero. As of MP’s latest disclosure, that amount is $78.4 million as of Sep 30, 
2020. Considering MP generates 99% revenue from Shenghe, for the foreseeable future, MP essentially is operat-
ing on behalf of Shenghe. 

Shenghe is also an early investor in MP, and currently still holds a signi�cant ownership stake of ~7.7%.

Who Is Shenghe?
According to MP’s disclosure, Shenghe’s full name is Shenghe Resources (Singapore) International Trading Pte. 
Ltd., which is “a majority-owned subsidiary of Leshan Shenghe Rare Earth Co., Ltd. (“Leshan Shenghe”) whose 
ultimate parent is Shenghe Resources Holding Co., Ltd., a leading global rare earth company listed on the Shang-
hai Stock Exchange”. Shenghe Resources Holding Co., Ltd. will be referred to as Shenghe Resources hereafter. 

According to Reuters, Shenghe Resources Holding Co., Ltd. is a China-based company principally engaged in the 
mining, smelting and separation, and deep processing of rare earth. The Company's main product portfolio 
consists of rare earth oxides, rare earth salts, rare earth metals, metal catalysts, and molecular sieves. The compa-
ny distributes its products within the domestic market and overseas markets. Its stock ticker is “600392” and is 
listed on the Shanghai Stock Exchange.

According to Shenghe Resources’ 2021 Half Year Report, it holds 70% equity interest in Shenghe. As of June 30, 
2021, there is still about $50M payment due from MP. 
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http://www.sse.com.cn/disclosure/listedinfo/announcement/c/new/2021-08-21/600392_20210821_5_27YxDllY.pdf
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Research Report on MP Materials Corp (NYSE: MP)

Oct 26th, 2021

Biggest, Almost Exclusive Customer/Related Party “Shenghe” 
is Ultimately Controlled by China’s Treasury Department

According to its 2020 annual report, Shenghe Resources, the publicly listed company in China, completed a 
restructuring in 2012 and the controlling shareholder became the General Mineral Utilization and Research 
Department of the Chinese Academy of Geological Sciences, which is controlled by the Chinese Treasury Depart-
ment. This control structure remains in place to this day.

Comprehensive Research Institute

Comprehensive Research Institute is ultimately controlled by the Chinese Treasury 
Department post the 2012 restructuring

This was particularly surprising as in MP’s disclosure, we were not able to �nd any information from MP 
stating that Shenghe is ultimately controlled by China’s Treasury Department. Quite the opposite, MP has 
been touting that it was the only feasible competitor to the Chinese. 

In light of these �ndings MP’s entire story it sold to investors seems like a charade:

• A Chinese Treasury Department-controlled Chinese public company, through its majority-owned subsidiary
in Singapore (70%), participated in the purchase of then bankrupted Mountain Pass rare earth mine as a
minority shareholder in 2017.

• This same China Treasury Department-controlled company, namely Shenghe Resources, has been funding
the production resumption of Mountain Pass mine for hundreds of millions of USD, has been purchasing
Mountain Pass’ low-priced rare earth products (mostly Cerium and/or Lanthanum), has been its 99%+
customer since 2018, AND

• It is still funding Mountain Pass’ stage II project development, AND

• Currently, the China Treasure Department-controlled company’s holding of MP shares are worth over $1
billion, accounting for ~10% of the total outstanding shares of MP.

And the Story that MP Sells to Its Shareholders is:
“MP Believes it is the Only Feasible Foundation for an Integrated Western Hemisphere Producer to 

Compete Against China???”
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Biggest, Almost Exclusive Customer/Related Party “Shenghe” 
is Ultimately Controlled by China’s Treasury Department

Below is the chart to illustrates the relationship between MP and other entities in China. 

MP Materials Corp. 
(NYSE:MP)

Shenghe Resources (Singapore) 
International Trading 
Pte. Ltd. (”Shenghe”)

Shenghe Resources 
Holding Co., Ltd. (600392.SS)

General Mineral Utilization and Research 
Department of Chinese Academy of Geological 
Sciences (中国地质科学院矿产综合利用研究所)

Chinese Treasury Department

≈ 8% Shareholder
≈ 99% revenues come from 

Shenghe

O�take agreement requires 
MP to repay outstanding 
liability back to Shenghe

70% Shareholder

Controlling Shareholder

Ultimate Controller
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Biggest, Almost Exclusive Customer/Related Party “Shenghe” 
is Ultimately Controlled by China’s Treasury Department

We have a few questions for MP and also the regulators:

• Did MP ever disclose that Shenghe is ultimately controlled by China’s Treasury Department?
• Did the Department of Defense know that MP’s 99%+ revenue customer and ~10% shareholder Shenghe  

 is ultimately controlled by China’s Treasury Department?
• Did the regulator(s) approve the $20.5 million Mountain Pass mine purchase back in 2017 knowing that  

 Shenghe is ultimately controlled by China’s Treasury Department?
• Since the United States needs to import rare earth products, why does MP sell 99%+ of its products to   

 Shenghe which eventually sells to other end customers in China?
• It appears MP is allowed to sell its products to customers other than Shenghe, why does Shenghe still   

 account for 99%+ of MP’s revenues in recent quarters? 

We strongly believe that investors and regulators should be noti�ed of Shenghe’s relationship with China’s 
Treasury Department. MP, the company that is supposedly the only feasible competitor to Chinese producers, 
seems to be entirely dependent on the Chinese Treasury department. 

The potential risk this brings about should not be hard to comprehend. In April 2020, the Department of Energy 
(DOE) told government scientists not to collaborate with MP Materials due to the involvement of a Chinese 
Investor and the heavy reliance on Chinese sales and technical know-how. 

Considering that the involvement of Chinese Treasury Department is not widely known, we highlight the severe 
risks MP is facing given DOE’s concerns.

Close Observers of the Company Know About Shenghe’s Involvement in MP, But Nobody Seems to 
Point Out That Shenghe is Ultimately Controlled by the Chinese Central Government.
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MP was actually a public company before (in the form of Molycorp). Molycorp went public in 2010 with an o�er-
ing price of $14 per share. Later on, in May 2011 the stock price topped $75 which gave the company a market 
cap of over $5 billion. About 4 years later, in 2015, Molycorp �led for bankruptcy after pouring billions of dollars 
into its rare earth business. 

According to court documents, the stated reasons for Molycorp’s bankruptcy include:

 •  Rare Earth price negative trend in recent years (reference year was 2015) due to various factors, including the  
     impact of Chinese competition.
 •  Delays in the Mountain Pass Mine ramp-up.

MP Is a Failed Repacked Business with Ridiculous Projec-
tions
A Repackaged Failed Mining Business 

source: bankruptcy court case 15-11357-CSS Molycorp, Inc.

Molycorp Went Bankrupt After Investing Billions in the Mountain Pass Mine. However, There Was 
Not Much Interest In the Mine During Bankruptcy Proceedings, and the Mine Ultimately Sold For 

Only $20.5 Million.
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Rare earth prices went on a roller-coaster between 2010 and 2014, see the picture below.

MP Is a Failed Repacked Business with Ridiculous Projec-
tions

source: https://i.insider.com/54184e�69bedd666485259c?width=1200

Note that Molycorp invested a total of roughly $1.7 billion, and still had to enter bankruptcy. 

A couple of years later in 2017, the Mountain Pass Mine that Molycorp used to have was sold for $20.5 million to 
an American-led consortium that has a Chinese rare earth miner Leshan Shenghe Rare Earth Co. holding a 
non-voting minority interest, according to the report from mining.com. 

The purchase of Mountain Pass did raise national security concerns when the consortium led by JHL Capital 
Group and QVT Financial as well as Shenghe won the bid over ERP Strategic Minerals, a U.S.-consortium led by 
Tom Clarke, a Virginia-based entrepreneur, and coal industry veteran, according to the report by The Hill in 2019. 

Eventually, the deal went through, and the Mountain Pass Mine was sold for $20.5m. Fast forward only three years 
later and MP Materials, now the 100% owner of Mountain Pass Mine, went public through the SPAC deal valued at 
$1.47 billion in November 2020. Only three years after the buyer consortium purchased the asset for $20.5 million, 
the value increased by a whopping 71.7x!

Shenghe is Ultimately Controlled by the Chinese Treasury Department, A fact that Was 
Undisclosed When They Allowed the Acquisition of the Mountain Pass Mine. 

source: company �lings
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MP Is a Failed Repacked Business with Ridiculous Projec-
tions

Rare earth products can be used in many strategically important areas, such as EV motors and electronics. MP has 
been making subtle hints to its participation in the EV hype. For example, MP comped itself to Tesla and other EV 
companies. 

However, it is ludicrous for MP, at best an upstream provider, to put its company’s valuation with other 
companies such as Tesla to justify its transaction valuation. In addition, we �nd this comparable analysis very 
disingenuous because MP is using the much more uncertain 2023 valuation multiples (i.e. EV/Adj. EBITDA, LFCF) 
to compare to those metrics of other “peers” from 2021. Essentially, not only did they select the wrong set of 
comps in our opinion, they also selected the wrong time frame. The valuation analysis that MP presented to 
investors hugely misleading in our opinion.  

We Find it Ludicrous That MP Compares Its 2023 Valuation Multiples to 2021 Multiples 
of So-called “Peers” Like Tesla. 

Sold to Investors at A Ridiculous Valuation

source: investor presentation

When comparing MP against its more direct competitor, Lynas Rare Earths Limited (LYC.AX), who is also a major 
rare earth producer outside of China, it is obvious that MP is trading at much higher valuation multiples com-
pared to Lynas. This is assuming the optimistic case that MP would be able to complete the stage II plan by the 
end of 2022 and start selling NdPr oxides for the full year of 2023. 

It is important to note that MP is already producing and selling NdPr oxides. 

Rare Earth Producers Price Market Cap

Company Name Ra�ng Price Target ($MM) 2022E 2023E 2024E 2025E 2022E 2023E 2024E 2025E 2022E 2023E 2024E 2025E

MP Materials Corp Outperform 33.72$    50.00$    $5,994 49% 62% 64% 64% 36.6x 16.9x 14.8x 13.9x 7% 64% 5% -

Lynas Rare Earths Ltd Ou�perform 6.42$      10.00$    $4,228 69% 68% 70% 70% 8.1x 7.0x 5.6x 4.8x 19% 5% 5% 0%

China Northern Rare Earth Group Uncovered 49.07$  $27,546 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Average - - - - 59% 65% 67% 67% 22.4x 11.9x 10.2x 9.3x 13% 34% 5% 0%

EBITDA Margin EV/EBITDA Revenue Growth

source: Bloomberg, Cowen and Company
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MP Is a Failed Repacked Business with Ridiculous Projec-
tions
We also compared MP to other mining companies, unsurprisingly, MP also appears to be extremely expensive. 
Here are the results:

We �nd no objective metric that could possibly justify the 300x valuation bump in just 3 years.

One of the justi�cations that the company o�ered for the high valuation was that its post-transaction equity value 
is below the replacement cost of their production assets. However, we note that these assets were installed prior 
to bankruptcy and were only sold for less than $20.5 million, largely re�ecting the fair value of the facilities. We 
�nd this notion of comparing equity value/enterprise value with replacement cost to be highly misleading, 
especially if there is a recent market transaction price that is considerably lower.

source: company �lings

We also want to point out that Molycorp invested roughly $1.7 billion into the Mountain Pass Mine and still had to 
enter bankruptcy. This compares to only about $450M that MP has available to achieve the lofty projections it 
puts forth. 

We also note that MP had to row back on even more aggressive projections in its o�ering documents after it 
received SEC comment letters.

* pay dividends, KL buyback during 2020

Comparables Kirkland Lake* Kinross* MP Materials Corp

Market Cap $11.5B U$7.2B $6.0B

Revenue per Annum $2.4B $4.2B U $100-$130M

Price-to-Sales Ra�o 4.61 1.67 19.88

Cash on Hand $847M $1.21B $500M

EV/EBITDA 6.55 2.99 50.8

Price-to-Earnings Ra�o 13.91 5.56 35.52

Last Quarterly FCF $232M $382M Nega�ve

Total Liquidity $847M U$2.8B $500M

We Believe Only Through a SPAC Transaction In Today’s Market Could the Old Mountain 
Pass Mine Achieve a Valuation In Excess of $6 Billion
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MP Set Up For Failure Again: Leadership Lack Mining Experi-
ence, Operating Team All Come From Bankrupt Molycorp

All individuals from the C-level management team are from the �nance industry, and none of them have any 
professional experience in running a mining company. Considering the complexity of the technology involved in 
mining and separating rare earth elements and products, it is hard for us to believe that the management team 
could lead the company through its more advanced stages in the coming future. 

MP’s COO, Michael Rosenthal’s prospectus and website bio mentions that “Before joining MP Materials, he was a 
partner at QVT Financial, an investment �rm”.

On QVT’s About Us Page, Michael Rosenthal is still listed as a partner and Senior Investment Analyst. We wonder 
where his focus lies.
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MP Set Up For Failure Again: Leadership Lack Mining Experi-
ence, Operating Team All Come From Bankrupt Molycorp

On top of this, for a public company of this size, MP’s CFO is 32-year-old Ryan Corbett. For someone so young to 
be in a position, we expected an accounting wunderkind. To our surprise, Mr. Corbett has never worked in an 
accounting capacity at a public or private company. In fact, he does not even possess an active (or expired) 
CPA. 

This lack of experience, and management’s connections to shareholders that have sold $356M tell us these are 
�nancial opportunists rather than an experienced management team that will be able to execute their vision. 

source: LinkedIn
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According to the LinkedIn pro�les of these 4 operation team leaders, 3 of them are from the same Molycorp that 
went bankrupt in 2015. How would any investor believe “this time is di�erent” in terms of MP’s technology and 
product ramp-up capability?
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MP Set Up For Failure Again: Leadership Lack Mining Experi-
ence, Operating Team All Come From Bankrupt Molycorp
On top of an inexperienced management team, our research indicates that the core operation team of MP used 
to work at MP’s bankrupt predecessor, Molycorp.  

source: LinkedIn
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MP Set Up For Failure Again: Rare Earth Deposit of Mountain 
Pass Seems Misrepresented

In an article published back in 2015, it appears that most of Mountain Pass mine’s rare earth elements 
are Cerium and Lanthanum. 

“The geochemistry of the Mountain Pass deposit does not enable MP Materials to produce on a commercial scale the 
heavy rare earths, such as terbium and dysprosium, required for military-grade magnets in the F35 or drones.”

Even if the Mountain Pass mine changed hands from Molycorp to MP, the geographical deposits within the 
mine are the same. However bullish investors are quick to point out that the increase in rare earth prices should 
put MP in a more favorable position. Yet a closer examination of the mine yields the insight that the mine 
might be completely uneconomical, partly because the speci�c rare earths that are mined are not that rare, 
and does not participate in the favorable price trends of the rare earth broader index.

Many mining industry experts pointed out that Mountain Pass mine’s rare earth deposit might not be as 
exciting as it seems. For example, the president of Three Consulting, James Kennedy said in a Financial Times 
article that:

“Unfortunately for Molycorp, the most abundant rare earths in its formation—cerium and lanthanum—fetch the lowest 
prices. Cerium goes into automotive catalytic converters and is used to polish the glass screens on electronic devices. 
Lanthanum is used in fuel cells, batteries, and catalysts for re�ning petroleum.”

According to the data presented by USGS, 33.8% of the Mountain Pass mine is Lanthanum, 49.6% of it is 
Cerium. In other words, 83.4% of the Mountain Pass mine are Lanthanum and Cerium and just 11.2% is 
Neodymium, which is the key rare earth used in the EV industry.

source: USGS Scienti�c Investigations Report 2010–5220, p12

Below is some background on these above mentioned rare earth elements. In a nutshell, although many 
elements are categorized into the rare earth area, the di�erences in scarcity and pricing of these di�erent rare 
earth elements are very big. For example, according to a report from U.S. Geological Survey in 2017, Cerium is 
more common in the earth’s crust than even copper and lead. 

“Most of the REEs are not as rare as the group’s name suggests. They were named “rare-earth” elements because most were 
identi�ed during the 18th and 19th centuries as “earths” (originally de�ned as materials that could not be changed further 
by the sources of heat), and, in comparison with other “earths,” such as lime or magnesia, they were relatively rare. Cerium 
is the most abundant REE (table O1), and it is actually more common in Earth’s crust than is copper or lead (Lide, 2004, p. 
17).” 
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MP Set Up For Failure Again: Rare Earth Deposit of Mountain 
Pass Seems Misrepresented
Hence, the prices for these di�erent rare earth elements vary widely. The table below summarizes the prices of 7 
di�erent rare earth elements in the unit of dollars per kilogram. This chart is sourced from U.S. Geological Survey, 
Mineral Commodity Summaries, 2020 (p. 132). We can see that in 2019, Cerium was selling at $2 per kilogram, 
and Lanthanum was also selling at $2 per kilogram. However, Terbium was selling at $510 per kilogram and 
Dysprosium was selling at $240 per kilogram. 

source: U.S. Geological Survey, Mineral Commodity Summaries, 2020

We also observe that the price trends for the rare earths that MP produces trend unfavorably compared to 
other rare earth categories.  The price projections for Cerium and Lanthanum are even worse in the coming 
years. For example, certain research �rms have projected pricing of Cerium and Lanthanum at $1.70 through-
out 2025.  

Although MP keeps claiming itself as the biggest producer of rare earth materials in the Western Hemisphere 
and that it currently produces approximately 15% of the global rare earth content, what MP did not say is that 
most of its rare earth deposits are Cerium and Lanthanum whose prices are bottoming. Although MP touts itself 
as the company that will help US break free from China’s dominance in rare earths, MP simply does not have the 
type of rare earth that is needed to support their valuation. 

Key Assump�ons 2018 2019 2020e 2021e 2022e 2023e 2024e 2025e
Prices ($)
NdPr 50.07      44.13      44.88      75.00      85.00      92.50      95.00      100.00    
Lanthanum 2.19         1.88         1.65         1.70         1.70         1.70         1.70         1.70         
Cerium 2.15         1.90         1.67         1.70         1.70         1.70         1.70         1.70         

source: grizzly research; Cowen
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MP Set Up For Failure Again: Production Ramp Up Still Seems 
Like a Major Issue
Be reminded that one of the main reasons that Molycorp went into bankruptcy is that it had the problem of 
ramping up production. Based on the production volume provided by MP itself, it appears that after many years 
the production volume is still pretty much the same as the Molycorp era. 

The table below summarizes the production volume in metric-ton (mT) since Q3 2019, and we can see that on a 
quarterly basis, there is no clear production ramp even in 2021 when the company raised hundreds of millions in 
cash. 

source: MP disclosure

Based on the available data provided by MP, since Q3 2019 after almost 2 years of ramping up, MP had a “record” 
production volume quarter in Q2 2021. Despite this claim, the percentage growth is less than impressive. This 
record production volume is only ~9.4% higher than MP’s volume from Q3 2019. Be reminded that MP complet-
ed the business combination in November 2020, but for the �rst half of 2021, we still have not seen any mean-
ingful production ramp-up.
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MP Set Up For Failure Again: Stage Two And Stage Three Are 
Not Promising as They Seem to Be
MP has put forth ambitious plans (namely Stage II and Stage III) to be able to conduct separated REO production 
and become a fully integrated western hemisphere supplier of rare earth magnets. However, we found out that 
Mountain Pass mine had endured a very similar story told by Molycorp, which ultimately failed terribly. 

According to MP, “The completion of our Stage II optimization plan and any development of Stage III is expected 
to be capital intensive. We expect to invest approximately $170 million to complete our Stage II optimization 
plan…”

In fact, the very similar story was sold to Molycorp investors years ago. Molycorp was involved in the ambitious 
project called Project Phoenix, an optimization “Mine-to-Magnets” project that led Molycorp into bankruptcy 
after failing to reach the desired improvements. Molycorp spent over $1 billion on Project Phoenix, which is way 
more than MP announced it would need to succeed in stage II and Stage III. Remember that the operations team 
in charge of execution is essentially the same as it was when Molycorp failed. On top of this, Molycorp’s CEO was 
an experienced mining executive. On the other hand, MP’s CEO is a hedge fund manager. 

Project Phoenix, in many ways, is similar to MP’s current plans. At the time, Molycorp bullishly claimed that it 
could compete with (or even underprice) China’s near-monopoly in REE. However, due to the immaturity of the 
company’s mineral separation technology, the high barriers to entry and the lingering threat of the Chinese 
monopoly to manipulate prices at will, Project Phoenix only ended up putting �nancial burden on the company.  

We demonstrate below precisely how similar MP and Molycorp is.

Note: A typical NdFeB magnet contains about one-third neodymium, a light rare earth. Some of 
that neodymium can be replaced by another light rare earth, praseodymium (Pr). As such, NdFeB 
magnets are also referred to as NdPr magnets.

Of Course, MP Says It Has a “Mine To Magnet” Strategy, But It Is the Exact Same Plan That the 
Now-Defunct Molycorp Sold to the Pentagon and Investors In 2010.  --- Quote from Defense One

Molycorp Project Phoenix MP Material’s Op�miza�on Plan

When Phase 1 of Project Phoenix is completed, 
Molycorp's manufacturing assets will comprise the 
world's first fully integrated  rare earth manufacturing 
supply chain, producing high-purity rare earth oxides, 
metals, alloys, and neodymium-iron-boron (NdFeB) 
permanent magnets, widely used in transporta�on, high 
tech, clean energy, defense, and other industries.

Conduct Separated REO produc�on and become a fully 
integrated western hemisphere supplier of rare earth 
magnets.

We are currently pursuing joint venture opportuni�es to 
integrate downstream into NdFeB magnet manufacturing 
in the United States. This downstream integra�on would 
make us the only fully integrated producer of NdFeB 
magnets outside of China, helping to secure rare earth 
supply for the Rest of World.

Upon comple�on of the Stage II op�miza�on plan, we 
expect to be a cost-compe��ve, high-volume producer of 
separated REO. We believe we will then be in posi�on to 
consider opportuni�es to integrate further downstream 
into the business of upgrading NdPr into metal alloys and 
magnets, ul�mately expanding our presence as a global 
source for rare earth magne�cs.

The Pentagon’s decision to back the Molycorp project in 
2010, resul�ng in a spectacular bankruptcy in 2015, 
poisoned the investment well for this sector.

Department of Defense is again backing MP, but MP is 
selling the same plan that now-defunct Molycorp sold to 
the Pentagon back in 2010.    

Molycorp touted the poten�al drivers of rare earth 
demand are wind turbines and electric vehicles.

MP touted the poten�al drivers of rare earth demand are 
wind turbines and electric vehicles.

Molycorp failed during a �me when cerium and 
lanthanum, neodymium and praseodymium were at 
historical high prices.

MP is now genera�ng 99% revenue from cerium and 
lanthanum, which are trading 90% lower than they were 
during Molycorp’s era.
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MP Set Up For Failure Again: Stage Two And Stage Three Are 
Not Promising as They Seem to Be
At the time, Wall Street and even the Pentagon supported the project. Similarly, the stock is now the darling of 
many Wall Street analysts and supposedly the Department of Defense. However, the project and the innovative 
technologies failed to stick and did not generate signi�cant revenue, or even work as designed. By 2013, the 
company also went through an SEC investigation that questioned the company’s �nancials, which led to the CEO 
Mark Smith stepping down and a new CEO, Constantine Karayannopoulos, coming on board. 

Notably, Constantine seemed to be no better. He was the CEO of a company called Neo Materials that Molycorp 
had acquired when it was still abundant in cash. According to a report, as the company dwindled, the new CEO 
transferred much of Molycorp’s pro�table assets to the Chinese-linked Neo Materials. The majority of Neo Materi-
als’ revenue-producing operations are now in China. Conveniently, Neo Materials also left out Mountain Pass. We 
wonder why.

Stage II is Facing Either Cost Increase or Time Delay
According to the management in Q2 2021 earnings conference call, they already hinted that there could be either 
CAPEX increase or project delay:

“As we work towards completion, we may ultimately have to make decisions between cost and schedule as issues 
and change orders come up. Overall though, we are optimistic as Stage II is already visibly taking shape at Mountain 
Pass and we believe our goal to achieve production levels of 6,075 metric tons of NdPr in 2023 remains on track. “

We suspect there would be CAPEX increases in the coming future. And this was not the �rst time MP has 
increased its CAPEX for Stage II. 

In MP’s prospectus �ling dated August 2020, it stated that: 

“We expect to invest approximately $170 million to complete our Stage II optimization plan and reach anticipated 
production rates for the separation of REOs by the end of 2022, and our estimated costs or estimated time to completion 
may increase, potentially signi�cantly, due to factors outside of our control.”

Then in its Q4 2020 earnings presentation, $30 million Design Improvements cost of $30 million for Chlor-Alkali 
showed up in the Stage II Spending and it was increased to $40 million.

source: https://s25.q4cdn.com/570172628/�les

We were not able to �nd the $30 million design improvement cost for Chlor-Alkali as part of the Stage II CAPEX 
plan, which means in Q4 2020, MP added $40 million additional CAPEX for Stage II, which is a 23.5% increase 
compared to the original $170 million CAPEX schedule for Stage II. 

Based on the implication from the management in the Q2 2021, as we mentioned above, we foresee there will be 
further CAPEX increase in the coming future for MP’s Stage II plan. 
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MP Set Up For Failure Again: Stage Two And Stage Three Are 
Not Promising as They Seem to Be

Stage III is a Flu�y Dream Down the Road
It appears that the Stage III downstream expansion plan might just be a selling point to investors. To get into the 
downstream magnets business, MP needs to be able to produce commercially viable volumes of heavy rare earth 
elements such as dysprosium and terbium. Unfortunately, according to our research, this is highly unlikely to 
happen. 

Below are some notes from Sell Side Report:

Nd-Fe-B magnets are comprised mainly of neodymium, iron and boron, and may also contain other rare earths like 
praseodymium, or minor concentrations of heavy rare earths like dysprosium and terbium, as well as other metals like 
copper, cobalt or niobium. Dysprosium, in particular, has historically been used for high-temperature grades of Nd-Fe-B 
magnets, but due to its high cost (see Exhibit 30) relative to other rare earths, magnet producers have developed methods 
to lower Dy concentrations without compromising high temperature resistance.

However, according to a Class Action lawsuit on Molycorp in 2012, Mountain Pass mine does not really have 
commercial volume of dysprosium and terbium. 

“Further, defendants maintained their rouse by failing to inform investors that in August 2011, joint-venture discussions 
with Hitachi Metals to manufacture magnets utilizing HREEs – pursuant to the Company’s purported “mine-to-magnets” 
strategy – collapsed because Hitachi Metals had concluded that there were not commercial volumes of HREEs at 
Mountain Pass.”

“NdFeb magnets are utilized for hybrid electric, plug-in hybrids and pure electric vehicle motors. The HREE dysprosium is an 
important ingredient in these magnets enabling electrical vehicle motors to continue to provide e�cient power as the 
magnets reach service temperature of 160 degrees Celsius (320 degrees Fahrenheit). The HREE terbium is also utilized in 
NdFeb magnets for cooling and e�ciency purposes. Whether dysprosium and terbium actually existed at Mountain 
Pass, therefore, was critical to the success of the Company’s “mine-to-magnets” strategy and, thus, to the 
Company’s investors.”

Unfortunately, however, the capabilities of Mountain Pass, as repeatedly touted by defendants, were little more 
than hype. As prices for REEs skyrocketed in 2011, customers began switching to viable substitutes, which Molycorp had 
repeatedly assured investors did not exist. Even more importantly, and in complete contradiction to defendants’ Class 
Period assurances, the Mountain Pass ore body did not contain commercially viable quantities of the highly-valued 
HREEs dysprosium and terbium.

…The Insider Selling Defendants also reaped their unlawful insider trading proceeds prior to November 2011, when news 
entered the market that Molycorp did not have commercially viable amounts of HREEs at Mountain Pass and that these 
elements would not be produced during the �rst two phases of Project Phoenix…
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The Rare Earth Supply Story – Undersupplied and Over-de-
manded, Yet Rare Earth Prices Still On a  Roller Coaster
An investor presentation dated 2011 from Molycorp also used Hybrid and Electric Vehicles and Wind Turbine as 
rare earth’s demand drivers.

source: https://www.slideshare.net/RareEarthsRareMetals/molycorp-corporate-presentation-jan-2011

And of course, the global rare earths are always undersupplied and over-demanded. However, we can see that 
the price of rare earths has dropped signi�cant during this “undersupplied and over-demanded period”. 

Ironically, almost a decade later, MP is showing the exact same demand drivers. Again, Deja vu.

source: company �lings
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The Rare Earth Supply Story – Undersupplied and Over-de-
manded, Yet Rare Earth Prices Still On a  Roller Coaster
Fast forward to today, analysts and certain companies in the rare earth industry are again starting to cite EVs and 
Wind Turbines as the drivers for rare earth (including NdPr) demand. 

However, price in rare earth seldom is as simple as supply-demand dynamics, as we simply cannot ignore the risk 
of China’s potential rare earth export quota increase. Be reminded that the last time when Molycorp went bank-
rupt, one of the reasons was the increased supply of rare earth from China that resulted in a dramatic drop in 
prices. 

According to a Reuters’ report, China has increased its half-year 2021 rare earth output quotas to a record level, an 
27% increase from the same period last year. When companies and analysts are all hyped on the undersupply and 
over-demand scenario for rare earth, people need to remember that dramatic increase of rare earth output 
quotas from China could easily ful�ll those hyped-up demands touted by companies and analysts. 

source: https://www.reuters.com/article/us-china-rareearth

In addition, investors should be aware that auto companies are seeking other ways to decrease their reliance on 
rare earth for their auto production, which could eventually curb the supply and demand scenario that analysts 
are painting. For example, it was reported in 2018 that Toyota developed a new magnet for electric motors that 
uses much less neodymium (Nd) and uses no terbium (Tb) or dysprosium (Dy). Furthermore, Bentley Motors is 
even reportedly looking into utilizing rare earth-free magnets for its electric vehicle architectures. 

source: grizzly research; Cowen

Global NdPr S/D Summary 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Total Oversupply/(Undersupply) -7% -4% -7% -8% -10% -7% -11% -15% -19% -23% -28%
Total Supply (NdPr kta) 31            33            34            35            35            38            38            38            38            38            38            
Total Demand 34            35            36            38            39            41            43            45            47            50            53            

Suppy Summary
China 19            20            19            19            19            19            
USA 5               5               6               6               6               6               
Lynas (Aus) 5               6               7               7               8               10            
Rest of World 2               2               2               3               3               3               
Recycling - - - - - -

Total Supply 31            33            34            35            36            38            38            38            38            38            38            

Demand Summary
Total Passenger EV Demand 3               3               4               4               5               6               8               10            12            15            18            
Wind Turbine Demand 4               5               5               5               5               6               6               6               6               6               6               
Conven�onal Vehicles 11            11            11            11            11            11            11            10            10            10            9               
Other 16            16            17            17            18            18            18            19            19            20            20            

Total Demand (NdPr kta) 33            35            36            38            39            41            43            45            47            50            53            
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https://www.reuters.com/article/us-china-rareearth/china-hikes-half-year-rare-earth-output-quotas-to-record-level-idUSKBN2AJ18O
https://newsroom.toyota.eu/toyota-develops-new-magnet-for-electric-motors-aiming-to-reduce-use-of-critical-rare-earth-element-by-up-to-50/
https://www.bentleymedia.com/en/newsitem/1128-bentley-motors-looks-to-the-future-of-electric-drive
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Lifetime of Mountain Pass Under Current Production Volume 
Is In Question?
We found discrepancies in the reported mine-life between Molycorp and MP about the exact same Mountain 
Pass Mine. 

“At this point, we all know that Molycorp is looking to produce 40,000 tons per annum for a 15 year mine life. The sell-side 
analysts have built their models using that assumption. And there has been speculation, including by yours truly, that 
around 2015 Molycorp would look to acquire a second project that could feed its facilities once Mountain Pass ran out.”

Current sell-side research reports surprisingly state there is still 20 more years of mine-life for Mountain Pass at 
the same production volume of 40,000 tons per year. Did MP make any exploration? Or did the company give 
misleading information to the sell-side?

source: https://www.sec.gov/Archives/edgar/data/1489137/000095012310065239/d74323fwfwp.htm

Reserves Resource Tonnes tREO %Grade tREO Tonnes Recoverable Tonnes
Proved 214,786                      9.0% 19,331              19,331                               
Probable 14,431,568                7.8% 1,128,549        789,984                             
Total 14,646,354                7.8% 1,147,880        809,315                             

At last reserve report, Mountain Pass showed 803 ktonns of recoverable rare earth 
oxides at an attractive grade of 7.8% on average. Without further exploration, the 
current reserves equate to approximately a 20 year mine life, though we would 
expect some exploration initiatives over the next few years to expand the resource 
base.

source: grizzly research; Cowen
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Conclusion

Contrary to what MP has investors believe, the company is highly controlled by none other than the Treasury 
department of China, who holds Chinese domestic interest above the interest of MP and MP investors. There are 
major political risks as 99% of MP’s revenue is from the Chinese shareholder company Shenghe. Furthermore, we 
observe recurring patterns when comparing MP to its predecessor Molycorp, and note that the so called “optimi-
zation plan” of today is just a rehash of “Project Phoenix”. We note that Stage II is already delayed and will likely 
require further funding to be completed, and Stage III is near impossible considering the mine appears to not 
even possess the needed rare earth materials. 

We conclude that MP sold a great story of rare earth independence and prosperity to US investors, but upon a 
deeper look it turns out that there are major fallacies to the business. We are not surprised to see a company like 
this go public through a Chamath-backed SPAC. 
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