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Novonix has a production facility in Tennessee and, through 

a strategic alliance and R&D partially funded by a DOE 

grant, has developed specialized technology that enables the 

production of competitive, high-quality material that is a 

critical component of batteries. The market for this material 

currently is dominated by manufacturers in China, pointing 

to the need for a North American source. NVX will supply 

Samsung SDI with 500 tons of material from the plant and 

expects Samsung likely will validate the high quality of the 

material and expand purchases, while Sanyo also intends to 

assess the material. In success, the company’s products and 

services could form integral parts of creating a North 

American supply chain for growing production of lithium-ion 

batteries.  

52-Week High $3.24 
52-Week Low $1.11 
One-Year Return (%) N/A 
Beta 1.77 
Average Daily Volume (sh) 1,041,247 
  
Shares Outstanding (mil) 396 
Market Capitalization ($mil) 728 
Short Interest Ratio (days) N/A 
Institutional Ownership (%) 48 
Insider Ownership* (%) 22 

  

Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) N/A 
    Earnings Per Share (%) N/A 
    Dividend (%)   N/A 
  

P/E using TTM EPS N/A 

P/E using 2021 Estimate N/A 

P/E using 2022 Estimate N/A 
  

*Beneficial ownership includes   

through institutional entities  

ZACKS ESTIMATES 
 

Revenue  
(in millions of US$) 

 Q1 Q2 Q3 Q4 Year 

 (Sep) (Dec) (Mar) (Jun) (Jun) 

2019                 $3.8 A 

2020     $2.3 A         $4.0 A 

2021     $2.1 A         $4.0 E 

2022     $2.8 E         $4.3 E 
  

EPS or Loss Per Share 
 

 Q1 Q2 Q3 Q4 Year 

 (Sep) (Dec) (Mar) (Jun) (Jun) 

2019                 -0.17 A 

2020     -0.04 A         -0.11 A 

2021     -0.03 A         -0.05 E 

2022     -0.03 E         -0.05 E 
  

Company reports bi-annually. Converted at Aus$1 / US$0.78  

Disclosures on page 18  
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NVNXF: Creating a North American Supply 

Chain for the Lithium-ion Battery Industry 

Novonix is an integrated developer and supplier of high-

performance materials, equipment and services for the 

global lithium-ion battery industry. Reflecting rising 

consumer adoption of electric vehicles (EVs) and 

installations of electric storage systems (ESS), among 

other factors, the need for lithium-ion batteries is expected 

to grow significantly. To benefit from this anticipated 

trend, the company’s strategy is to create a North 

American source of competitively priced, high-quality 

synthetic anode material for the battery industry.  

Sponsored – Impartial - Comprehensive 
 

 Sponsored – Impartial - Comprehensive 
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      KEY POINTS 

 
 Novonix is an integrated developer and supplier of high-performance materials, equipment and 

services for the global lithium-ion battery industry. Reflecting rising consumer adoption of electric 
vehicles (EVs) and installations of electric storage systems (ESS), among other factors, demand for 
lithium-ion batteries is expected to grow significantly.  
 

 To benefit from this anticipated growth, Novonix began construction of an anode material plant in 
Tennessee and intends to ramp production capacity. A recent equity capital raise of about US$102 
million will enable NVX to fund the expansion and other growth initiatives discuss in this report.  

 
 Through a strategic alliance with Harper International Corporation, the company has developed 

specialized furnace technology that enables it to produce competitively priced, high-quality synthetic 
anode material. We view the U.S. DOE grant of a US$5.6 million award towards developing the 
technology as positive validation of the company’s strategy.  

 
 Synthetic graphite is a critical component of batteries. Reflecting its many competitive advantages 

compared to natural graphite, synthetic graphite is expected to overtake natural graphite in terms of 
market share.  

 
 Novonix will supply Samsung SDI with 500 tons of synthetic graphite anode material for lithium-ion 

batteries from the Tennessee plant and expects this agreement likely will be expanded following 
quality testing of the NVX product. Sanyo also intends to assess production materials from the 
Tennessee production facility. NVX also has an agreement with Emera Inc. to develop and 
manufacture ESS.  
 

 In addition, the company's Battery Technology Solutions (BTS) unit is also the internal and external 
R&D arm that supports the expansion into the materials businesses. Novonix also is leveraging its 
proprietary technology to process and develop cathode materials.  

 
 

   
     COMPANY OVERVIEW 

 
Australia-based (ASX:NVX) (OTC: NVNXF) Novonix is a technology and advanced materials supplier to 
the battery industry. Founded by members of a battery research team at Canada’s Dalhousie University, 
the company has become an integrated developer and supplier of high-performance materials, 
equipment and services for the global lithium-ion battery industry.  
 
Lithium-ion batteries initially were developed in the 1970s, according to CNBC, and were commercialized 
in the early 1990’s. As the need for batteries expanded, driven by rising adoption of consumer electronics 
including mobile phones and other personal electronic devices, battery production also increased. 
Demand is expected to continue rising. According to the U.S. Department of Energy (DOE), lithium-ion 
batteries are “the fastest-growing rechargeable battery segment.” This, in turn, fuels the need for greater 
production of batteries and battery components. NVX intends to focus initially on batteries for the electric 
vehicle (EV) and energy storage system (ESS) sectors (see below). 
 
With battery sales expected to accelerate, NVX intends to scale its production capacity. The company 
recently completed an equity capital raise of about Aus$132 million (roughly US$102 million), with the 
funds earmarked for growth initiatives discuss in this report. These include the financing of: 
 
 
 
 

https://www.cnbc.com/2019/12/30/battery-developments-in-the-last-decade-created-a-seismic-shift-that-will-play-out-in-the-next-10-years.html
https://www.energy.gov/sites/prod/files/2020/12/f81/Energy%20Storage%20Market%20Report%202020_0.pdf
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 Scaling production for anode materials 
 R&D in cathode and other advanced battery technologies 
 Possible international expansion  
 General corporate purposes 

  
Initial Business Focus: EV and ESS Verticals 
 
To benefit from the anticipated surge in battery sales to power a variety of products, including EVs, 
consumer electronics and ESS, among others, Novonix’s strategy is to become a tier-one global supplier 
in the rapidly growing advanced materials market and lithium-ion battery space. Through a series of 
initiatives, management has transformed the company from a legacy business of providing measurement 
equipment to battery manufacturers and others to one that supplies a range of value-added advanced 
battery materials and services and equipment to the global battery market. 
 
Reflecting its transformation strategy, Novonix now has the operating units highlighted below: Novonix 
Anode Materials, Novonix Cathode Materials and the Novonix Battery Technology Solutions (BTS) 
divisions. The company also retains the land assets of its legacy Mt Dromedary unit on which a graphite 
mine is situated in Queensland, Australia, although it does not actively engage in the mining business.  
 
 

Novonix Focus 

 
Source: Company reports 

Novonix

Battery Technology 
Solutions (BTS)

Anode materials Cathode materials

Providing a range of 
battery solutions

 
 
Novonix is leveraging proprietary R&D to develop critical materials for the battery sector. The company’s 
primary initial concentration is on the Novonix Anode Materials business, as NVX anticipates significant 
growth in the need for graphite – including synthetic graphite – as battery demand continues to rise. 
 
The company’s two target niches within the battery space are the EV and ESS verticals. NVX has 
established a presence in North America, where management believes the bulk of battery requirements 
in its two target verticals will experience significant growth. This is consistent with forecasts from the U.S. 
DOE, which notes that “the largest markets for stationary energy storage in 2030 are projected to be in 
North America (41.1 GWh), China (32.6 GWh), and Europe (31.2 GWh).” 
 
 
 
 
 

https://www.energy.gov/sites/prod/files/2020/12/f81/Energy%20Storage%20Market%20Report%202020_0.pdf
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In 2018, Novonix began construction of an anode material plant in Chattanooga, Tennessee. Novonix’s 
focus will be on ramping production capacity at this plant to increase the supply and sales of anode 
materials to meet the expected rise in battery sales. At the same time, the company intends to continue 
providing the testing services of its BTS division and leveraging its technology and growing patent 
portfolio for development of cathode materials. The BTS division is an important element of the R&D for 
the other businesses. 
 
 
   
NOVONIX ANODE MATERIALS: NEAR-TERM ENGINE OF GROWTH 
 
Strategy to create North American source of competitively priced, high-quality synthetic anode 
material for the battery industry 
 
Novonix Anode Materials is expected to be the chief engine for the company’s near-term growth. 
Importantly, Novonix has developed an efficient, low-cost process to produce synthetic graphite anode 
material that is designed to be competitive with the current supply, which is sourced primarily from China. 
One of the company’s tag lines is “Making batteries better – longer life at lower cost.” 
 
With the goal of addressing the need for a U.S.-based lithium-ion battery supply chain, in 2018 Novonix 
Anode Materials began constructing an anode material plant in Chattanooga, Tennessee to produce high 
quality battery anode product, as noted. Novonix has entered into a partnership with Dalhousie University 
to enhance its R&D efforts as it transitions the business to synthetic graphite. The company has filed 
multiple patent applications. 
 
NVX also formed a strategic alliance with Buffalo, NY-based Harper International Corporation to develop 
specialized furnace technology to enhance its synthetic graphite manufacturing process and received a 
US$5.6 million award from the U.S. Department of Energy (DOE) towards this development. 
Management expects the Harper International relationship to enable Novonix to contain manufacturing 
costs and obtain operational cost savings, as well. This is consistent with the company’s strategy to 
create a North American source of competitively priced, high-quality synthetic anode material for the 
battery industry. The company also expects to benefit from relatively low energy costs at the Tennessee 
facility. According to the Tennessee Valley Authority, the Tennessee Valley enjoys electric rates that are 
lower than rates in about 70% of the U.S.  
 
Novonix Anode Materials currently is ramping production at the Tennessee facility to provide high 
consistency and high purity anode material that are critical components of long-life batteries. The 
company’s plan is to ramp production in three phases, with Phase 1 the initial ramp-up period, as 
illustrated below.  
 

Expected Growth Plan For Anode Materials 

 
    Source: Company reports  
 

https://www.tva.com/about-tva/tva-rates
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Company Competitive Advantage: Synthetic Graphite Manufacturer in North America  
 
Phase 1 entails ramping up production capacity of synthetic graphite at the facility to 2,000 tons per 
annum by the end of 2021. The increased production capacity will enable the company to advance its 
goal of becoming a meaningful supplier and gaining market share. Currently, manufacturers in China 
control a roughly 80% share of the market for artificial graphite, according to Avicenne Energy, a 
consulting firm specializing in high growth technology markets. Importantly, Novonix is the only 
manufacturer of synthetic graphite in North America, according to management.  
 
Novonix Anode Material’s proprietary manufacturing process transitions the material from precursor 
powder into battery-ready anode material used to produce cells with high capacity and long life. 
Management believes the company produces critical battery material at a lower cost than that of the 
synthetic graphite materials derived primarily from Asia.  
 
 
   
BENEFITS OF SYNTHETIC GRAPHITE 
 
Synthetic graphite generally is costlier than natural graphite. Reflecting its significantly higher cost, 
synthetic graphite does not usually compete with natural graphite in most markets. However, graphite 
use in batteries is one of the few instances in which natural and synthetic graphite compete for market 
share. When battery manufacturers use natural graphite versus synthetic graphite, it is generally due to 
the higher cost of synthetic graphite but there are many instances in which the greater stability of 
synthetic graphite makes it the preferred material, despite its higher cost.  
 
Lithium-ion batteries consist primarily of a cathode (positive electrode), an anode (negative electrode) 
and electrolyte architecture, as well as a separator. When the battery is charging, lithium ions are moved 
from the cathode and stored in the anode while corresponding electrons are moved through the charger.  
When the battery is discharging, lithium ions are released form the anode and return to the cathode. The 
features of graphite, including reaction potential with lithium and stable layered crystal structure, make 
graphite suitable as the anode component.  
 
Synthetic graphite is purer in terms of carbon content and “tends to behave more predictably,” according 
to Graphite Investing News. This means that among the important benefits of synthetic graphite, it is 
expected to be more stable than natural graphite. Because synthetic graphite has been shown to be 
more stable than natural graphite and thus lead to longer cycle life in the lithium-ion battery space, it is 
preferred for several verticals. Additionally, across the graphite market, synthetic graphite is capable of 
withstanding high temperatures and corrosion. Thus, synthetic graphite is expected to grow market share 
relative to natural graphite for lithium-ion batteries because many verticals, such as the company’s two 
target ones – EV and ESS – will require longer life and stability that synthetic graphite can provide.  
 
Wood Mackenzie, a research and consultancy firm focused on the natural resources and energy sectors, 
forecasts rapid growth for graphite in the battery sector — demand is expected to grow from 165,000 
tons in 2018 to almost one million tons by 2030 – and notes that the higher purity of synthetic graphite 
“makes it preferable for use in premium batteries.” In fact, Wood Mackenzie notes that “the lower 
electrical resistances and greater consistency offered by synthetic have resulted in advanced 
technologies…coming to use more synthetic graphite.” According to Green Tech Media, each currently 
has a roughly 50% market share but Wood Mackenzie forecasts those shares will shift so that synthetic 
graphite will represent about 70% of the battery graphite market by 2030, as illustrated below. 
 
 

https://investingnews.com/daily/resource-investing/battery-metals-investing/graphite-investing/what-is-synthetic-graphite-asbury-carbons-stephen-riddle-explains/
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Demand For Synthetic Graphite For Batteries Expected to Outpace Demand For Natural Graphite 

 
Source: Created by Zacks based on data from Wood Mackenzie & Green Tech Media accessed on March 10, 2021  

 
 
Opportunities 
 
As noted, the company’s focus is on developing long-life high-performance materials to support the EV 
niche, which accounted for about 34% of battery demand in 2019 according to market research firm 
Grandview Research, and energy storage market, which management believes are poised for strong 
growth.  
 
As the company advances its strategic transformation, the first Novonix business unit that is currently 
going through the commercialization phase is the company’s anode materials division. It has been 
qualified and is under contract to supply advanced material to Samsung, which management believes 
offers proof of concept about the competitive advantages of Novonix’s graphite. In December 2020, 
Novonix and Samsung SDI signed an agreement for Novonix to supply Samsung SDI with 500 tons of 
synthetic graphite anode material for lithium-ion batteries, subject to quality testing. Increased production 
capacity at the Tennessee plant will enable NVX to supply Samsung SDI per this contract.  
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Samsung SDI represents Novonix’s first major customer on the materials side. The company also 
expects that this agreement likely will be expanded as a result of the quality testing of the output from the 
Tennessee production facility. Sanyo is also planning to assess production materials from its Tennessee 
production facility. 
 
While estimates vary, most market research and anecdotal evidence suggests strong increases in 
demand for batteries, driven by several trends. For instance, consumer adoption of EVs is expected to 
grow, installation of ESS is expected to rise and people rely on mobile devices for a growing number of 
services. Artificial graphite in battery anodes is expected to nearly double by 2025, to 320,000 tons from 
165,000 tons in 2020.  
 
 
   
CATHODE MATERIALS 
 
As noted, cathode materials are also a critical component of lithium-ion batteries. The lithium-ion battery 
generates electricity through chemical reactions within the battery and require both anode and cathode 
materials in order to work. The cathode element is crucial in determining the battery’s capacity and 
voltage. Growing demand for batteries is therefore expected to also stimulate demand for cathode, as 
well as anode materials, as illustrated below. 
 

Expected Demand For Battery Material (000s of tons) 

 
Source: Company reports  

 
Novonix also is leveraging its proprietary dry particle microgranulation (DPMG) technology to process 
and develop cathode materials. This business extension is not as advanced yet as the anodes material 
business. Nevertheless, NVX expects the cathode business to become an important contributor to its 
strategy to become a supplier of a full range of advanced materials and services to the battery industry.  
 
The company has filed initial patent applications focused on battery cathode materials and processing 
technologies. Materials and processes in the filing include both polycrystalline and single crystal, high-
nickel cathode materials. The company believes that single crystal cathode materials outperform 
traditional polycrystalline cathode material. Single crystal cathode material has greater energy density 
and longer life compared to tradition material, which makes the design better for use in EVs and ESSs, 
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according to management. Management believes the design can help improve the performance and life 
of lithium-ion batteries for EVs and renewable energy, among other applications.  
 
The focus of the company’s cathode unit is complementary to its anode material unit, as each group 
focuses on enhancing battery performance and life in order to provide viable and economically produced 
batteries for EV and ESS manufacturers and share a common customer base.  
 
 
   
BATTERY TECHNOLOGY SOLUTIONS (BTS) 
 
The company’s original business, Battery Technology Solutions (BTS), develops, manufactures and sells 
high precision battery cell testing equipment that is used by prominent battery manufacturers, technology 
and research companies. Novonix BTS has existing commercial relationships with many customers. 
 
BTS is also the internal and external R&D arm that supports the company’s expansion into the materials 
businesses. On the R&D side, the company has a range of customers that come to Novonix for testing. 
Novonix equipment is designed to minimize errors in coulometry measurement techniques. High-
precision coulometry (HPC) measures and assesses the performance of cells in a battery. Novonix 
equipment performs HPC measurement in order to evaluate the long term cycle life of materials and cells 
more quickly than traditional methods.  
 
Novonix BTS supplies battery cell testing equipment and services that are used by prominent battery 
manufacturers, technology and research companies such as Apple, Microsoft, LG Chem, SK Innovation 
and Panasonic, among others. There are only a handful of key battery manufacturers and management 
believes the company’s BTS customer base represents a strong cross-section of leading producers.  
 
 
   
PARTNERSHIPS & RECENT CONTRACT ENGAGEMENTS 
 
In addition to the contracts and partnerships noted above, the company has formed several important 
contracts and partnerships recently. The U.S. Department of Energy (DOE) granted Novonix a US$5.6 
million award, as noted, for technology development. Novonix, along with Phillips 66 and Harper 
International, will develop new furnace technology to make high-performing battery materials. The total 
cost of the project is expected to be roughly $11.5 million, with Novonix expected to contribute about $5.9 
million.  
 
Sanyo & Samsung SDI Contracts 
 
As noted, Novonix and Samsung SDI forged an agreement for Novonix to supply Samsung SDI with 
synthetic graphite anode material for lithium-ion batteries. Novonix also signed a non-binding agreement 
with Sanyo to assess production materials from its Tennessee production facility. Sanyo is a subsidiary of 
Panasonic Corporation. Sanyo is a leading battery producer and supplier to Tesla. Together, Samsung 
SDI and Sanyo account for a combined estimated 30% of the global lithium-ion market. 
 
Emera  
 
NVX has an agreement with Emera Inc. to develop and manufacture ESS. NVX and Emera Technologies 
intend to jointly develop battery pack systems to support microgrids that are designed to provide solar 
power to homes. The two intend to field test the first prototypes in 2021. Emera launched a microgrid 
power and battery business in 2020. 
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ADDRESSABLE MARKET 
 
Forecasts of increased battery demand differ, although there is general consensus that the battery 
industry offers significant growth prospects. GWh are expected to increase to over 2,000 by 2030 or even 
as much as 3,500 (based on data from the World Economic Forum). Novonix estimates that the 
economic value of the market will grow from about $10 billion globally today to $50 billion to $100 billion 
in the next five to ten years.   
 

 
          Source: Company reports  

 
Data from the World Economic Forum is consistent with Novonix and other sources in viewing the electric 
mobility EV space as a major growth driver. With general agreement that demand in North America will 
be strong, Novonix believes that it has a competitive advantage in supplying North American demand 
from its Tennessee plant, as there are no foreign currency or trade risks. 
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Electric Vehicles 
 
While global EV penetration remains relatively low, it is growing rapidly and is supported by initiatives 
from several governments and regulators in many markets. Battery technology is a crucial component of 
the overall EV space, as it is critical in enabling long distance driving to match capabilities of traditional 
vehicles. The origins of the early EVs go back to the 1970s. In 1973, the Arab Oil Embargo and ensuing 
oil crisis and skyrocketing oil prices, gasoline shortages and concerns about dependence on foreign oil 
spurred interest in finding alternative automotive energy sources. Major automobile producers explored 
alternative fuel options including EVs. In 1973, General Motors exhibited a prototype for an urban electric 
car at the Environmental Protection Agency's First Symposium on Low Pollution Power Systems 
Development. In 1975, the US Postal Service tested electric vehicles produced by the American Motor 
Company.  
 
Also in 1975, the U.S. Congress passed CAFÉ (Corporate Average Fuel Economy) legislation that was 
intended to reverse a downward trend in gas MPG (mileage per gallon), which had fallen to 12.9 miles in 
1974. The 1975 legislation mandated that cars reach 18 MPG by 1978, 27.5 by 1985 and 54.4 by 2025. 
One year later, Congress passed the Electric and Hybrid Vehicle Research, Development, and 
Demonstration Act of 1976, which allowed the Department of Energy to support R&D on electric and 
hybrid vehicles. Passages of the 1990 Clean Air Act and the 1992 Energy Policy Act sparked renewed 
interest in EVs. New transportation emissions regulations issued by the California Air Resources Board 
required that 10% of cars sold in the state from 2003 to 2008 be zero-emission vehicles, including EVs or 
hybrids, had a similar impact. 
 
GM introduced the EV1 in 1996 and Toyota introduced the Prius in 1997. The GM EV1 could achieve a 
range of 80 miles on a single charge and accelerate from 0 to 50 miles per hour in seven seconds. 
However, its high production costs made the EV1 unprofitable and GM discontinued the model in 2001. 
The more economical Toyota Prius, however, became the first mass-produced hybrid electric vehicle. 
Toyota began commercial sales of the Prius globally in 2001.  
 
EV Adoption Growing 
 
In 2006, Tesla Motors, then a Silicon Valley startup, announced that it would begin producing a luxury 
electric sports car that could attain 200 miles on a single charge. The success of the Prius plus Tesla's 
announcement prompted many auto producers to renew their EV efforts and also prompted consumers’ 
renewed interest in EVs and hybrids. The Chevy Volt hybrid and the Nissan LEAF EV were released in 
the U.S. in 2010. More recently, GM introduced the Bolt, which has a range of more than 235 miles. At 
the luxury end of the market, Tesla has delivered more than one million vehicles since it first began 
commercial sales.  
 
The number of EV models has proliferated but at this early point, EVs and hybrids comprise only a small 
fraction of the total number of cars sold in the world. Despite significant increases in the number of EVs 
sold over the past decade, International Energy Agency (IEA) data indicates that EVs represented 2.6% 
of all new sales of cars worldwide in 2019 and comprise roughly 1% of the global car base. According to 
IEA data, the U.S. has about 22% of the world’s EV fleet and generally ranks among the largest markets 
in terms of new EV sales per annum.  
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Estimates about future EV adoption vary. For instance, according to Bloomberg, by 2040, long-range 
electric cars will cost less than $22,000 in current dollar terms and globally 35% of new cars will have a 
plug. This is in sharp contrast to OPEC forecasts that, "By 2040, only 6% of the passenger car stock and 
5.3% of commercial vehicles will be running on non-oil fuels." Nevertheless, most industry experts agree 
that there are many advantages to EVs. In addition to satisfying consumer environmental interests as 
electric cars do not emit pollution, EVs hold other advantages compared to gas-powered cars, including 
eliminating the cost of gasoline and need to refill the gas tank. Another significant advantage is that EVs 
have fewer moving parts, which is expected to result in lower maintenance cost and time for consumers. 
Novonix data forecasts that annual EV sales will pass 25 million by 2030. 
 
Planned changes by the new U.S. administration have positive implications for EV sales, we believe. The 
administration hopes to extend the federal government subsidy of up to $7,500 towards the purchase of 
an EV and has also indicated that it intends to replace traditional internal combustion engine vehicles in 
the government’s automotive fleet with EVs. 
 
 

   Projected Annual Global Passenger EV Sales

 
       Source: Company reports  
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Other positive signs of expected growth in EV adoption in the U.S. market are GM’s announcement of 
plans to phase out traditional ICE autos by 2035, and similar announcements from Ford (by 2030) and 
Jaguar Land Rover (2025), and a recent announcement from ChargePoint, which operates a leading EV 
charging network, and NATSO (formerly the National Association of Truck Stop Operators) regarding 
their national highway charging collaborative, which is planned to leverage $1 billion to install charging 
infrastructure at more than 4,000 travel plazas and fuel stops nationwide by 2030.  
 
The company notes that to fill the demand for batteries for EVs, there are 99 lithium-ion battery mega-
factories in the pipeline with more than 2,000 gigawatt hours (GWh) of capacity planned for 2028 from a 
range of manufacturers. Volkswagen AG, for instance, intends to operate six 40 gigawatt hour (GWh) 
battery cell production plants in Europe by 2030, according to TechCrunch. 
 
Novonix also recently became a founding member of the Zero Emission Transportation Association 
(ZETA) is the first industry-backed coalition of its kind advocating for 100% of new vehicles sold by 2030 
to be EVs. Achieving this goal will create hundreds of thousands of new jobs, secure American global EV 
manufacturing leadership, dramatically improve public health, and significantly reduce carbon pollution. 
 
Energy Storage Systems (ESS) 
 
The expanding use of electronic devices has also pressured the power quality of the grid, while at the 
same time, there is a growing call for the use of renewable energy resources. The use of an ESS to 
manage and optimize the power system is an important solution to address these issues. An ESS can 
control energy flow by capturing electrical energy, converting it to a form that can be stored and then 
converted back to electrical energy as needed, with a battery at the core of the ESS. 
 
According to the DOE, by 2030, stationary and transportation energy storage combined markets are 
forecast to reach roughly 3-5x the current 800-gigawatt-hour (GWh) market size. A primary driver of this 
anticipated growth is the above-noted increase in EV adoption.  According to the DOE, additional 
applications include use by the telecom industry backup power, UPS, and data centers, among other 
uses. Market research suggests that the economic value of the battery ESS market will attain a strong 
double-digit CAGR through 2030. 
 
Emera and Novonix to jointly develop and manufacture ESS  
 
As noted, NVX, through its BTS business unit, recently formed an agreement with Emera Inc. to develop 
and manufacture ESS’s to meet anticipated growth in demand in North America. Emera Technologies 
launched a microgrid power and battery business in 2020, BlockEnergy. BlockEnergy is the first utility-
owned community microgrid platform. Together, NVX and Emera Technologies intend to develop battery 
pack systems to support microgrids that are designed to provide solar power to homes. The two intend to 
field test the first prototypes in 2021. 
 
Mobile Device Adoption & Use Growing Rapidly 
 
The two above-noted verticals are the company’s initial focus, although battery demand is also expected 
to come from other sources, including from consumers using mobile devices for a growing number of 
functions, including e-commerce, for example.  
 
NFC (near-field communication) technology allows two devices placed within close proximity to exchange 
data, as long as both devices are equipped with an NFC chip. As people upgrade their smartphones - 
U.S. consumers average an upgrade every 1.7 years - NFC penetration is expected to rise. Growing 
mobile penetration and increased consumer reliance on mobile shopping apps that provide price 
comparisons or product reviews are also expected to fuel consumer use of mobile devices for shopping, 
which likely translates into more time on mobile devices and growing need to charge batteries. Recent 
data indicates that mobile payment is growing globally at approximately 50% each year. 
 

https://techcrunch.com/2021/03/15/volkswagen-will-bring-240-gigawatt-hours-of-battery-production-capacity-to-europe-by-2030/
http://www.reddognetworks.com/assets/firstdata-__inside_the_mobile_wallet.pdf
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FINANCIAL REVIEW 
 
Novonix reported revenue of Aus$2.7 million in the half-year ended December 2020, down about 5.8% 
year-over-year. The majority of revenue, some Aus$1.8 million, was services revenue. Revenue came 
from the company’s existing BTS business. As noted, NVX has existing commercial relationships with 
many customers for its BTS business. Although we expect BTS revenue to be stable – and perhaps even 
experience low single digit growth – we believe revenue can be lumpy from period to period depending 
on the timing of customer’s needs, among other factors. Moreover, in 2020, we believe that the COVID-
19 pandemic impacted results, as well. With total expense of $13.3 million, NVX reported a net loss of 
$14.6 million for the period.  
 
We expect the company’s near-term revenue to be derived from the BTS unit, as Novonix ramps 
production at the anode material plant and begins to fulfill the Samsung contract. The company expects 
to be positioned to deliver the 500 tons to Samsung in the back half of calendar 2021. 
 
If Samsung and Sanyo approve of the quality of the material, as management anticipates, the company 
expects that revenue can ramp fairly quickly thereafter depending on the ability of the plant to meet 
demand. Rapid growth for the material, once Samsung and Sanyo have provided validation of NVX’s 
output, is supported by the rising demand for synthetic graphite and the dearth of competitively priced 
alternatives in North America. We forecast Aus$5.1 million and $5.5 million in revenue in FY 2021 and 
2022 respectively. However, although it is difficult to know the revenue arc for NVX at this early stage, we 
believe revenue can ramp substantially in the following fiscal years as production capacity comes on 
stream and depending on the validation of the company’s materials.  
  
 
   
VALUATION 
 
The company is optimistic about its plans to benefit from the anticipated increase in need for advanced 
materials for batteries. As noted, the revenue arc for NVX is somewhat unclear at this stage because of 
the many variables, including whether the ongoing plant expansion meets planned deadlines, timing of 
new orders, and prices of anode material, among other factors. In terms of prices, according to consulting 
firm Roskill, graphite is entering a period of rapid growth and upward pressure on prices. While increased 
demand for the material likely translates into steady and / or higher prices, it is also possible that existing 
manufacturers could use prices temporarily to protect their dominant market share. We therefore present 
a range of possible pricing scenarios below; in success, we concur with the company’s expectation of a 
sharp increase in demand for its materials following deliveries to and validation by Samsung and Sanyo.  
 
By 2025, Novonix expects to have the capacity to produce 40 tons of material per annum (Phase 2 of the 
expansion plan) on its way to 150 tons by 2030 (Phase 3). We expect the shares to begin to reflect the 
2025 prospects following certain milestones, such as Samsung potentially expanding its agreement with 
Novonix.  
 
We therefore think the current share price level does not reflect the fundamental value of the company’s 
prospects. As the company continues to advance its strategy, we would anticipate multiple and share 
price expansion. We believe, however, that it is difficult to compare NVX to other publically traded 
companies, reflecting NVX’s singular position and likely faster growth following completion of the plant 
expansion. Given the early stage in the company’s transition, it is also difficult to value the shares based 
on traditional valuation methods such as P/E.  
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Novonix Revenue in Phase 2 - Sensitivity Analysis 

Price/ton (US$) $3,500 $5,000 $6,000 $6,500

Discount rate 3.0% 4.0% 4.0% 4.0%

NPV of revenue stream (US$M) $758 $1,048 $1,258 $1,363

Share price $1.94 $2.68 $3.21 $3.48

Source: Zacks estimates  
 
 
We believe the NPV of the potential Phase 2 revenue stream could range from about $1.94 to $3.48 per 
share, depending on the average price per ton of the material. If NVX can execute its strategy 
successfully, we would expect the shares to begin to reflect the value of the Phase 2 and then Phase 3 
revenue streams. At the lower end of the near-term range, we believe the analysis suggests a valuation 
of about $2.68 per share (rounded to $2.70), implying some 50+% upside from current levels, as the 
value of Phase 2 begins to be reflected in the shares. We believe other potential milestones – such as 
commercial orders from Samsung or Sanyo, for example – imply upside to the near-term valuation. 
Longer term, we would expect the company’s valuation to continue to rise as the plant reaches the Phase 
3 production capacity level.  
 
In our view, NVX shares represent an option on management’s ability to continue to execute its growth 
strategy. We believe the risk / reward ratio could be attractive for investors who have a higher than 
average risk tolerance and longer time horizon. Any delay or failure in successful execution of the 
strategy could cause the share price to decline and represent a potential risk to our valuation.  
 
 
   
RISKS 
 
We believe risks to Novonix achieving its goals, and to our valuation, include the following, among others. 
 

 Among the biggest risks, in our view, is that the NVX anode material does not gain market share as 
quickly as the company expects, which leads to slower than anticipated revenue ramp. However, we 
believe the expected cost competitiveness of the product mitigates this risk. 
 

 The timing of expanding production capacity at the Tennessee plant could be delayed, which would also 
delay sales ramp.  
 

 The company could incur unanticipated costs associated with its growth strategy. 
 

 The price of synthetic graphic could come under pressure if substitute materials are shown to be 
effective.  
 

 Additional commercial deals, such as the one with Samsung, might take longer than expected to close or 
might not materialize at all. 
 

 Competition could increase. 
 

 Technology could evolve that makes the company’s advanced materials less important to the global 
battery sector than management currently anticipates.  
 

 The company might need to raise capital to support its strategy that could be dilutive to current 
shareholders. 
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MANAGEMENT  
 
CEO  
 
Dr. Chris Burns is the company’s CEO. He is the founder, president and CEO of Novonix Battery 
Technology Solutions, which he co-founded in Canada in 2013, as well as CEO of Novonix Anode 
Materials. During his candidacy for his PhD, he co-developed Ultra-High-Precision-Coulometry (UHPC) 
technology, along with Dr. Jeff Dahn, who recently joined Novonix’s executive team. Chris Burns also 
manages a research partnership between Novonix and Dalhousie University. He was also formerly a 
Senior Research Engineer with TESLA.  
 
CFO  
 
Nick Liveris, Novonix CFO, was previously the operational CFO for Novonix Anode Materials and BTS. 
He has also led business development initiatives for the company. He has more than ten years of 
experience in investment banking and management consulting. He was a Senior Engagement Manager 
at McKinsey where he led transformation programs for automotive and manufacturing companies. Before 
joining McKinsey, he was an analyst at Merrill Lynch covering the transportation sector.  
 
Chief Scientific Advisor  
 
The company announced the appointment of Dr. Jeff Dahn as its Chief Scientific Advisor effective July 1, 
2021. He is recognized as one of the pioneering developers of the lithium-ion battery that is used in 
laptop computers, cell-phones, electric vehicles and grid energy storage systems.  He is a co-inventor of 
65 inventions with patents issued or filed and has authored more than 640 journal papers. 
 
From 1982 to 1985, he worked at the National Research Council of Canada and at Moli Energy Limited 
for the following five years prior to joining the physics department faculty of Simon Fraser University in 
1990. He joined Dalhousie University in 1996. He has received a number of awards in recognition of his 
contributions, including the International Battery Materials Association (IBA) research award, the 
Herzberg Medal and Canadian Association of Physicists, ECS Battery Division research award, among 
others.  
 
 
   
    RECENT NEWS 
 
 

 NVX closed on its recent capital raise on February 26, 2021.  
 

 NVX was awarded a grant from the U.S. DOE on January 20, 2021. 
 

 On January 20, 2021, the company announced the appointment of Jeff Dahn as its Chief 
Scientific Officer effective July 1, 2021.  

 
 The company became a member of ZETA on December 22, 2020. 

 
 NVX announced a strategic alliance with US-based Harper International Corporation to 

develop specialized furnace technology that will enhance Novonix’s synthetic graphite 
manufacturing process, on December 21, 2020. 
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       PROJECTED FINANCIALS 
 
Novonix Income Statement & Projections ($ Aus)

June June Dec June Dec June Dec June

2018 2019 2019 2020 2020 2021E 2021E 2022E

Revenue from contracts with customers 2,171,895        1,817,049          2,675,392          4,253,435          2,325,541          4,295,969          2,348,796          4,338,929          

Other income 231,522           3,024,684          227,652             844,877             408,759             853,326             1,227,804          1,211,127          

Total 2,403,417        4,841,733          2,903,044          5,098,312          2,734,300          5,149,295          3,576,601          5,550,056          

COGS (957,832)          (741,280)            (885,263)            (1,245,187)         (301,195)            (1,235,831)         (965,682)            (1,665,017)         

Gross profit / (loss) 1,445,585        4,100,453          2,017,781          3,853,125          2,433,105          3,913,464          2,610,918          3,885,039          

Gross margin 60.1% 84.7% 69.5% 75.6% 89.0% 76.0% 73.0% 70.0%

Administrative & other expenses (1,169,031)       (1,565,032)         (1,230,004)         (3,115,665)         (1,418,169)         (3,427,232)         (1,432,351)         (3,461,504)         

Borrowing costs (662,693)          (1,536,897)         (1,651,871)         (5,330,961)         (101,473)            (533,096)            (102,488)            (538,427)            

Impairments (15,918,925)       -                     -                     (2,738,138)         (2,738,138)         (2,738,138)         (2,738,138)         

D&A (154,251)          (494,948)            (468,372)            (1,380,303)         (782,396)            (1,394,106)         (790,220)            (1,408,047)         

Marketing & project development costs (354,312)          (1,560,551)         (915,562)            (2,423,546)         (1,683,953)         (2,447,781)         (1,700,793)         (2,472,259)         

Share based compensation (6,315,899)       (6,673,510)         (3,179,681)         (7,558,953)         (3,628,805)         (7,634,543)         (3,665,093)         (7,710,888)         

Employee benefits expense (1,656,613)       (2,104,176)         (1,517,778)         (4,072,223)         (1,871,571)         (4,479,445)         (1,890,287)         (4,524,240)         

Other (1,442,770)       (751,981)            (88,186)              -                     (976,335)            (995,862)            (995,862)            (995,862)            

Total expense (11,755,569)     (30,606,020)       (9,051,454)         (23,881,651)       (13,200,840)       (23,650,203)       (13,315,230)       (23,849,365)       

Pretax income / (loss) (10,309,984)     (26,505,567)       (7,033,673)         (20,028,526)       (10,767,735)       (19,736,738)       (10,704,312)       (19,964,326)       

Taxes (13,398)            383,655             -                     -                     -                     -                     -                     -                     

Net income (10,323,382)     (26,121,912)       (7,033,673)         (20,028,526)       (10,767,735)       (19,736,738)       (10,704,312)       (19,964,326)       

FX 140,644           809,396             66,527               550,243             (3,318,445)         (3,351,629)         (3,385,146)         (3,418,997)         

Net loss (10,182,738)     (25,312,516)       (6,967,146)         (19,478,283)       (14,086,180)       (23,088,368)       (14,089,458)       (23,383,323)       

LPS ($0.09) ($0.21) ($0.06) ($0.15) ($0.04) ($0.06) ($0.04) ($0.06)

Average shares out 114,412,787    120,535,790      125,195,505      129,855,220      351,615,637      391,615,637      395,531,793      399,487,111      

Source: Company reports, Zacks estimates Fiscal year ends June 30.  
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