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The global lithium market size was valued at USD 4.0 billion in 2021 and is expected to expand at a compound annual growth rate 

(CAGR) of 14.8% from 2021 to 2028.

The Market for Lithium: Understanding its potential

The market for Lithium and its forecasted growth is prompted by three main drivers:

1) Electric Vehicles: The disruptive force

2) Grid energy storages: Understanding the near future and regulatory standards

3) Electronic devices: The solidified yet evolving foundation

Electric Vehicles

• Automotive industry to comply with Government-proposed emission standards

• Car manufacturers required to renew their electric vehicle fleets, with the purchase and development of high range and lasting 

lithium-ion batteries as their main objective. Sector-wide commitments have been made to make all models fully electric.

• Increased investment in battery producers: Large infrastructure investments and contracts on behalf of companies like Tesla 

and Northvolt to meet such demands, all backed by industry-leading manufacturers and financial institutions

• Demand for EVs grew by 98% between 2020-2021, with predictions estimating electric car sales to rise from the current 3% of 

worldwide car sales to 10% by 2025

• The International Energy Agency estimates that the exponential increase in EVs sales only could see lithium demand increase 

over 40 times by 2040

Grid energy storages: Understanding the storage of energy

• EVs are not the rooting force driving the market for lithium, the force is the desire to reduce the global carbon footprint

• To produce sustainable electricity is as important as not contaminating, and battery storage is essential to do so

• Government commitments to green energy projects such as windfarms and solar energy, for which grid storage is essential

Electronic Devices: The solid yet increasing foundation

• Developing economies with large populations (e.g. China and India) with improving living standards, increase demand for 

electronic devices such as smartphones and PCs

• Although not nearly as disruptive as EVs, it is a solid foundation from which the demand for lithium will continue to grow
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Overview
W o r l d ' s  l a r g e s t  l i t h i u m  p r o d u c e r  f o r  e l e c t r i c  v e h i c l e s

What: Albemarle Corporation is a leading global developer, manufacturer and marketer of highly-engineered specialty chemicals.

What it does: The Company operates through three segments.
• Lithium: Develops lithium-based materials for a wide range of industries and end markets.
• Bromine Specialties: Used in fire safety.
• Catalysts: Used in Clean Fuels Technologies, fluidized catalytic cracking and additives, and performance catalyst 

solutions (PCS).

Where it operates: Production plants and extraction mines located in the U.S., China, Australia and Chile (totalling 100 countries) 
with over 5,400 employees.

• A global market leader in lithium production for EV with durable competitive advantages

• Significant growth expected by 2026: ~$6-7B in revenue (>2x 2021); ~$2-3B in adj. EBITDA (>3x 2021); ~$2B in net cash from 

operations (>3x 2021)

• Albemarle is the industry leader in lithium and lithium derivatives, one of the highest growth markets in the specialty chemicals 

industry.

• Albemarle's unique natural resource position, derivatization capabilities, and technology leadership allow Albemarle to execute 

an aggressive growth strategy for this business.

• Albemarle's control a diverse and high-quality network of natural resources that are geographically situated in low-risk 

environments with good infrastructure.

• Albemarle employs approximately 5,400 people and serves customers in approximately 100 countries.
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Valuation Financials and 
Valuation
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Reasons why revenue growth is not in line with increase in capital expenditure:

• The lapse of unfavourable legacy revenue contracts – Contracts which fix the price and quantity of lithium for several years due to 

the inherently volatile prices of lithium, which is majorly dependent on the supply chain at a certain period of time.

• New acquisition of mines : There has been an acquisition of 7 new lithium mines in Australia which has steeply contributed to

the oversupply of lithium and caused lower prices in 2018. However, with the expected growth rate of the EV market penetration, 

demand could far outpace supply in the future and present a huge revenue growth opportunity. (takes time to show up in the 

revenue)

• Average EBITDA margins for the past 5 years have been 27% and this demonstrates a strong earnings 

performance. Management aims to have this to be increased to an achievable target of 35-40% by 2026. This is backed by strong 

supply and demand increase expected by the EV boom.

ALBEMARLE Sum of the Parts Analysis
Segment 2026E EBITDA EV/EBITDA Multiple Enterprise Value Comments
Lithium 4987 40.0x 199462.5 High growth business; Market leader
Bromine 490 10.0x 4903.5 Low growth; Steady cash flows; High operating margins
Catalysts 221 10.6x 2346.8 Comparable catalyst business multiple

Corporate (135.0) 22.0x (2970.0)
Total Firm Value 5563.3125 36.6x 203742.8

Less: Total Debt (2192.5)
Less: Minority Interest (200.0)
Less: Pension and OPEB (357.0)
Plus: Cash 497.0

Total Equity Value 201490.3
Discounted back 5 years at WACC 9.00%
Present Equity Value 130954.9
Shares outstanding 119
Per Share Equity Value 1100.46

Potential offer Fair Market Value Control Premium
316.2375 252.99 25%

Upside Potential 248%
IRR 27.55%
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20 22 22 24 25

2022 2023 2024 2025 2026
497 580 679 839 985

1% 99.4 127.6 149.38 201.36 246.25
5% 497 638 746.9 1006.8 1231.25

10% 994 1276 1493.8 2013.6 2462.5
20% 1988 2552 2987.6 4027.2 4925
35% 3479 4466 5228.3 7047.6 8618.75
40% 3976 5104 5975.2 8054.4 9850
45% 4473 5742 6722.1 9061.2 11081.25
60% 5964 7656 8962.8 12081.6 14775
80% 7952 10208 11950.4 16108.8 19700

100% 9940 12760 14938 20136 24625

Global Lithium Carbonate Equivalent Output (kT)

Lithium carbonate prices (USD Millions/ kT)

Output Value (USD Millions)
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Lithium Revenues and EBITDA
2022E 2023E 2024E 2025E 2026E

Revenue 3479 4466 5975.2 9061.2 11081.25
EBITDA 1252 1697 2390 3896 4987
EBITDA margin 36% 38% 40% 43% 45%

Bromine Revenues and EBITDA
2022E 2023E 2024E 2025E 2026E

Revenue 1152 1210 1270 1334 1401
EBITDA 369 387 406 454 490
EBITDA margin 32% 32% 32% 34% 35%

Catalyst Revenues and EBITDA
2022E 2023E 2024E 2025E 2026E

Revenue 902 956 1004 1054 1107
EBITDA 144 191 201 211 221
EBITDA margin 16% 20% 20% 20% 20%



PE Angle
• The acquisition of Albemarle by a private equity firm presents a unique opportunity to optimise a high-growth business to deliver 

the best possible performance. The lithium business is clearly where the majority of potential lies, and it would be our strategy to 

target growth and expansion in this sector. The bromine business also has potential for growth over the next decade, but it is not as 

exponential and so our primary strategy would be to maintain current relationships and grow the customer base but also to improve 

the margins, cut costs and target our capital expenditure in the lithium business. Finally, the catalyst business is clearly struggling, 

particularly as a result of the pandemic, and we would look to pursue a strategic sale of the sector.

• The catalysts business is split into Fluid Cracking Catalysts (FCC) which are used in refining of crude oil, Clean Fuel Tech (CFT) used 

in transportation fuels and Performance Catalyst Solutions (PCS) used in plastics. Most importantly, the outlook for the Catalyst 

business has worsened significantly since 2019. Previously expected low demand growth has morphed into an expected peak in 

transportation fuels by no later than 2030 and flat CFT demand. FCC growth is expected to be low single digits and the PCS outlook is 

also weak. In 2019, Albemarle began to look for a strategic buyer for its PCS business and Fine Chemistry Services (FCS) with a deal 

expected to close in mid-2020. This followed an earlier deal with W.R. Grace & Co. for Albemarle’s Polyolefin Catalysts business. The 

company closed on its FCS deal in June 2021, due to pandemic delays, selling to key catalysts competitor W.R. Grace & Co. A sale of 

the catalyst business would allow us to invest in the lithium sector that has such high potential for growth over the next fifteen years. 

• The catalyst business has an EBITDA margin of just 13.3%, less than half of its comparable lithium and bromine segments and far

lower than the 27% margin throughout the business. For Catalysts, 2021 EBITDA is expected to decline by 25% and pre-pandemic 

demand is not expected to rebound until the end of 2023. Following our investment, we would attempt to find a strategic buyer of

the entire Catalysts segment as quickly as possible at around a valuation of $2 billion. It is a low margin, low growth sector that is 

running up costs without generating the profits that could be found elsewhere. A potential buyer could be Exxon Mobile, a firm that 

Albemarle has had a close partnership with in the past. The two firms have worked together closely on developing clean fuels in the 

past and Exxon’s Catalyst business closely matches the FCC and PCS sectors, especially given its status as a major oil firm. 

Alternatively, W.R. Grace & Co. has recently been taken private by Standard Industries who have been active in the energy and

industrials acquisitions market recently and could potentially be a buyer.

• In the lithium business, our key aim is to consolidate and realise gains from processing capacity expansion in recent years. 

Albemarle’s significant capacity expansion across Australia, the US and China has led to 137% increase in plant and equipment assets 

since the acquisition of the lithium business in 2015. Albemarle has not been able to realise many of these gains due to numerous 

factors including long setup periods, legacy contracts and the pandemic leading to revenue growth of just 10.7% in that time. The 

expiration of many of these legacy contracts allows for investors to now reap the awards of a high growth lithium market with strong 

demand driven by energy storage and electric vehicles. After our investment, the aim would be to increase lithium’s share of firm 

sales to as high as 80-90% through increasing the customer base and winning contracts with battery manufacturers, albeit on a 

shorter duration of 1-5 years to allow the optionality of all potential growth routes. The EBITDA margins for lithium are currently 

sitting at 35% with a margin of 45% expected by 2024 which, combined with demand for lithium growing at a 30% CAGR to 2025, will

dramatically increase the revenue and profits of the business as EV adoption rises. 

• Secondly, we want to continue and expedite Albemarle’s existing capacity expansion plans at Kemerton, Australia and China to 

take advantage of the rapidly expanding Asian lithium battery market. Lithium battery and EV manufacturing is beginning on a 

mass scale in Asia and the US and will continue to grow before reaching Europe so targeting these markets throughout this decade

is key to establishing market share over competitors such as Gangfeng Lithium. Finally, we want to invest in Albemarle’s battery

research area as energy storage is predicted to be 85% of its sales by 2026. Lithium battery technology is constantly evolving, and 

current research is indicating a move towards to using more lithium components. This would benefit Albemarle’s lithium business 

considerably as it increases both the energy density of the battery which strengthens the product and also by increasing Albemarle’s 

involvement in the process. By funding this research at the company’s facility in North Carolina, these crucial processes can be

demonstrated to potential clients in an effort to win contracts.

• Finally, we want to maintain the Bromine business at its current level and capitalise on its low single digit growth prospects. We 

want to limit costs and capital expenditure and exploit the high 33% EBITDA margin of the business. Bromine continues to have

many uses for fire retardance and has high potential to be a cross-sell with lithium. Use of bromine include consumer electronics, 

electrical vehicles, technology in the Internet of Things (IoT) and in 5G infrastructure. We see bromine as a useful counterbalance if 

lithium and electric vehicle growth is slower than expected as the business is well protected against economic and technology

cycles. We see the bulk of the business focusing on electronics, reaching over 75% of bromine sales and we expect decline in the

consumer polymers and tire applications. We expect bromine to grow its $1.1 billion in net sales and be a strong supporting partner 

to the lithium business.

• Overall, we believe these changes to Albemarle’s current operating model will improve the businesses revenues, cut costs, and

optimise the business to continue to profit in a technologically evolving world. Lithium will be one of the drivers of the fourth 

industrial revolution and Albemarle is exceptionally well positioned as an investment prospect to take advantage of this change. A 

private equity co-investment takeover of Albemarle would be both profitable throughout the holding period and also maximise 

return on divesture.
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