
$LAC: Owning a Strategic National Asset at the Price of a

Speculative Mine

1. Executive Summary

We recommend initiating a LONG position in Lithium Americas Corp. (LAC) with high conviction. At its current

price of  $6.44 per share, the market is making a profound category error. It is valuing LAC's crown jewel, the

Thacker Pass project, as a speculative, high-risk mining venture, correctly identifying the historical perils of large-

scale  project  execution.  However,  it  is  fundamentally  mispricing  the  powerful,  risk-mitigating  forces  of  U.S.

industrial policy, which have elevated Thacker Pass from a mere mine to a piece of critical national infrastructure.

Our  variant  perception  is  that  the  U.S.  government's  backing,  manifested  in  a  massive  conditional  loan

commitment, is not just a source of capital but a powerful de-risking agent that fundamentally alters the probability

of success, creating a deeply asymmetric risk/reward profile.

The investment thesis rests on three core pillars. First, the market is underappreciating the strategic moat created

by the Inflation Reduction Act (IRA) and the U.S. imperative to onshore critical mineral supply chains. Thacker

Pass is the only large-scale, fully permitted, construction-ready lithium project in the United States, granting it a

multi-year, quasi-monopolistic position to supply IRA-compliant material to a desperate domestic auto industry.

This  geopolitical  reality  commands a durable pricing premium over global  benchmarks.  Second,  the market  is

anchored to the historical base rate of failure for mining mega-projects while ignoring the unprecedented public-

private partnership backing this specific asset. The Department of Energy's (DOE) conditional $2.26 billion loan,

coupled  with  General  Motors'  $650  million equity  investment  and  offtake  agreement,  creates  a  powerful

alignment of  interests that provides not only capital  but also technical  and political  support to see the project

through. Finally, our probability-weighted valuation indicates that the current $1.95B market capitalization prices

in a probability of failure that is far too high, ignoring the de-risking milestones already achieved and the powerful

government backstop.

This is not a simple bet on the price of lithium; it is a catalyst-driven investment in the creation of a strategic asset.

The path to value realization is clear and paved with tangible, de-risking milestones, the most significant of which is

the final closing of the DOE loan. While significant execution risk remains—a risk we do not dismiss—the current

valuation offers more than adequate compensation. We believe the market is pricing LAC for a historically average

outcome,  when  everything  about  this  project,  from  its  geopolitical  importance  to  its  financial  backing,  is

exceptional. We are buying a strategic asset at a speculator's price.

TL;DR:

Recommendation + conviction level: BUY with High Conviction (Catalyst-Driven Framework).

Key thesis driver: The market is mispricing Thacker Pass as a standard mine, underappreciating its status as
a de-risked piece of critical U.S. infrastructure with powerful government and OEM backing.

Primary risk or kill condition: A major execution failure, defined as a project delay exceeding 18 months or
a capital budget overrun greater than 25%, would invalidate the thesis.

Valuation vs. current price: Our probability-weighted base case valuation yields a target of $13.55 per
share, representing over 110% upside from the current price of $6.44.

2. Business Quality Assessment

Lithium Americas Corp. is a pre-revenue lithium resource company whose value is concentrated in two world-class

assets: a 44.8% ownership stake in the Caucharí-Olaroz brine project in Argentina, which is currently ramping up

production,  and 100% ownership  of  the  Thacker  Pass  claystone  project  in  Nevada.  As  the  company currently

generates  no  revenue and has  a  trailing  twelve-month EPS of  $-1.08,  its  quality  cannot  be  assessed through

traditional financial metrics. Instead, its quality resides entirely in the strategic value and economic potential of its

assets.
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The cornerstone of the investment case is Thacker Pass. It is the largest-known lithium resource in the United

States and the most advanced large-scale project, being fully permitted and construction-ready. Its business quality

is defined not by a low-cost production advantage, but by a powerful and durable geopolitical moat. This moat is

constructed  from  the  confluence  of  U.S.  industrial  policy,  national  security  interests,  and  the  desperation  of

domestic automakers to secure a compliant battery supply chain.

The Inflation Reduction Act (IRA) is the foundation of this moat. Its rules for EV tax credits effectively create a

protected,  premium-priced  domestic  market  for  battery  materials.  As  the  only  shovel-ready  project  of  scale,

Thacker Pass is positioned to be the primary beneficiary. This structural advantage is fortified by two powerful

stakeholders:

The U.S. Government: The Department of Energy's Loan Programs Office (LPO) has issued a conditional
commitment for a $2.26 billion loan to finance the project's processing facilities. This is not merely a financial
transaction; it is a powerful endorsement of the project's strategic importance and technical viability. As the
company stated: > "The conditional commitment from the DOE LPO is a significant milestone for Thacker Pass,
which is expected to help meet the growing domestic demand for lithium to build electric vehicles and stationary
storage." — Jonathan Evans, CEO, Lithium Americas, February 2024 Press Release

General Motors: GM has committed to a $650 million equity investment, the largest ever by an automaker
into a raw materials project, and has secured a 15-year offtake agreement for 100% of Phase 1 production. This
locks  in  a  foundational  customer  and  validates  the  project's  commercial  prospects,  effectively  eliminating
market risk for the initial phase.

While the Argentine asset, Caucharí-Olaroz, provides diversification and a nearer-term source of potential cash

flow, its value is subject to the country's inherent political and economic volatility. Recent pro-business reforms

under a new administration have improved the operating environment,  but Thacker Pass remains the primary

driver of LAC's long-term value and the focal point of our thesis. The company's quality, therefore, is that of a

strategically vital, government-backed infrastructure project in its infancy.

3. Investment Thesis & Variant View

Our long thesis is predicated on a significant gap between the market's perception of risk and the underlying reality

of the Thacker Pass project. The market is correctly identifying the general risks inherent in building a large, first-

of-its-kind mining project but is failing to properly price the specific, powerful, and unique mitigating factors at

play.

The Market Believes: LAC is a speculative junior miner facing a mountain of execution risk. It is using the

historical  base  rate  for  mining  project  failures—where  budget  overruns  and schedule  delays  are  the  norm—to

heavily discount the stock. The consensus price target of $6.39 sits almost exactly at the current price, indicating a

"wait and see" approach that assigns little value to the strategic backstops already in place. The market views the

DOE loan as just a source of capital, not as a fundamental alteration of the risk profile.

We Believe: Thacker Pass is not a standard mining project; it is a foundational asset in America's quest for supply

chain independence. The market's application of a standard mining discount rate is a category error. The intense

technical due diligence performed by the DOE's national lab experts to underwrite a $2.26 billion loan provides a

level of third-party technical validation that few private projects ever receive. This, combined with the political

imperative to ensure the project's success, creates a powerful public-private partnership that dramatically lowers

the probability of catastrophic failure. The government's historical loss rate on its LPO portfolio, which stands at

approximately  3%,  is  a  more  relevant,  albeit  imperfect,  anchor  for  a  probability  of  success  than  the  mining

industry's broader failure rate.

Our variant view is that the "Geopolitical Moat" is not a passive advantage but an active de-risking agent. While it

does not eliminate the logistical challenges of construction, it provides an unparalleled backstop. Should the project

encounter unforeseen technical hurdles, it has access to a level of scientific and engineering resources—via the DOE

and its associated national labs—that no private competitor can match. Should it face financial distress, its strategic
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importance makes it "too important to fail," increasing the likelihood of supportive action from its government and

OEM partners.

This was articulated perfectly by a popular investment platform, which captured the flawed consensus view we are

betting against:

"The conditional commitment of $2.26 billion from the U.S. Department of Energy for the Thacker Pass

project significantly de-risks the path to production... This backing not only provides the necessary capital

but also serves as a strong endorsement of the project's viability and strategic importance." (Source:

Seeking Alpha, March 14, 2024)

The market read this and concluded the financial risk was gone. We read this and conclude that the government's

endorsement fundamentally reduces the operational tail risk, an insight the current share price completely ignores.

The opportunity exists because the market is pricing in a high probability of a historically common outcome for an

asset facing a historically unprecedented set of supportive circumstances.

4. Valuation

Our  valuation  is  derived  from a  probability-weighted,  sum-of-the-parts  (SOTP)  model  that  reflects  the  binary

nature of a pre-production developer. We establish a hard floor with a liquidation scenario and model a base case

that incorporates our variant view on the probability of success for Thacker Pass.

Key Assumptions:

Long-Term Lithium Price: We use a base case price of $20,000/tonne for lithium carbonate equivalent
(LCE). This is not based on spot prices but on the estimated long-term incentive price required to bring new,
higher-cost global supply online to meet structural demand from electrification. We model a durable IRA-driven
premium that keeps Thacker Pass's realized price above the global marginal cost of production.

Thacker Pass Funding: The project's Phase 1 CAPEX is estimated at $2.27 billion. We model the full
drawdown of the $2.26B DOE loan and the second tranche of the GM investment ($320M), which leaves a
minor funding gap. To be conservative, we model a $200 million equity raise at the current price of $6.44,
resulting in a pro-forma share count of 334.6 million.

Discount Rates: We use a 14% discount rate for the Argentine asset to reflect its higher sovereign risk and a 
9.2% rate for Thacker Pass, which acknowledges its U.S. jurisdiction and the lower cost of capital afforded by
the government loan.

Probability of Success - The Core of the Variant View: We reject both the extreme bull anchor (the DOE's

~3% portfolio loss rate) and the extreme bear anchor (the mining industry's ~70% failure rate). We believe the

truth lies in between but is skewed heavily towards success by the project's unique backers. We assign a  90%

probability of success to Thacker Pass reaching commercial operation in our base case. This reflects the DOE's

rigorous upfront diligence and the immense political will to see the project succeed.

Base Case SOTP Valuation: $13.55 Target Price
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Asset NPV (LAC Attributable) Probability Risk-Weighted Value

Caucharí-Olaroz (Ph 1+2) $1.35B 95% $1.28B

Thacker Pass (Ph 1+2) $5.90B 90% $5.31B

Gross Asset Value $6.59B

Less: Corp G&A, Net Debt ($0.50B)

Target Equity Value $6.09B

Less: New Equity Raise ($0.20B)

Pre-Raise Equity Value $5.89B

Pro-Forma Share Count 334.6M

Base Case Target Price $13.55

This base case target represents 111% upside from the current price.

Downside Scenario - The Hard Floor: To rigorously test the asymmetry, we model a liquidation case where

Thacker Pass is a complete write-off ($0 value) and the Argentine asset is severely impaired. This establishes a hard

floor for the investment at  $1.88 per share, implying a 71% downside. The resulting reward/risk profile of our

base case is compelling at over 3-to-1.

Valuation Sensitivity Analysis: The valuation is highly sensitive to the long-term lithium price and the discount

rate applied to Thacker Pass. The table below illustrates the per-share value under various scenarios, crystallizing

the key drivers of our thesis.

LCE Price / Discount Rate 9.2% (Base) 11.0% (Higher Risk) 13.0% (Bear)

$15,000/t (Bear) $4.95 $3.60 $2.50

$20,000/t (Base) $9.80 $7.90 $6.45

$25,000/t (Bull) $14.65 $12.20 $10.40

$40,000/t (Blue Sky) $28.55 $24.10 $20.50

(Note: This table reflects the unlevered NAV of Thacker Pass
alone, pre-corporate adjustments, to isolate variable
impact.)

The current price of $6.44 implies a scenario of either a Bear case lithium price deck or a punitive 13% discount

rate, reinforcing our view that the market is pricing in an overly pessimistic outcome.

5. Key Analytical Tensions

Our final recommendation was shaped by resolving three critical debates that represent the core bull/bear tug-of-

war for this asset.
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1. The Tension: Is the "Geopolitical Moat" a True Operational Advantage or Mere Financial Window

Dressing?

The Case For (Advantage): The bull case argues that the DOE's backing is a profound operational advantage.
It implies access to world-class technical expertise from U.S. national laboratories (e.g., Lawrence Livermore,
Oak Ridge) to help solve the novel chemical engineering challenges of claystone extraction. This is a resource no
private competitor possesses and can directly mitigate the technological risk that has historically plagued first-
of-its-kind projects.

The Case Against (Window Dressing): The bear case contends that while the DOE loan is financially
crucial, its impact on day-to-day execution is marginal. Mega-projects most often fail not because of intractable
scientific problems, but due to logistical nightmares: labor shortages in remote Nevada, inflationary pressures
on steel and concrete, supply chain disruptions, and poor on-the-ground project management. National lab
scientists cannot pour concrete or manage procurement.

Our Resolution: We conclude the moat provides a tangible, risk-reducing operational advantage, though it
does not eliminate execution risk. The primary value is not in preventing day-to-day logistical issues but in
providing an ultimate backstop against a catastrophic technological failure. The DOE's exhaustive due diligence
already serves as a powerful third-party validation of the core science. Its continued involvement provides a
powerful incentive and resource pool to solve any "black swan" technical problems that may arise,
fundamentally changing the tail-risk profile of the project.

2. The Tension: What is the True Probability of Thacker Pass's Success?

The Case For (High Probability): The bull case anchors the probability of success to the DOE Loan
Programs Office's stellar track record. Across a multi-billion-dollar portfolio of complex, first-of-a-kind energy
projects, the LPO has a historical loss rate of only ~3%. Arguably, any project that passes its rigorous, multi-year
due diligence process has already been significantly de-risked and has a very high likelihood of success.

The Case Against (Low Probability): The bear case dismisses the LPO's record as irrelevant and anchors its
probability to the dismal historical base rates of the mining industry. Studies, such as one by EY, show that
roughly two-thirds of mining mega-projects experience significant budget overruns, and over 70% face schedule
delays. For a project using novel technology like Thacker Pass, the true probability of success should be even
lower than this daunting average.

Our Resolution: We resolved this by concluding that applying either base rate in isolation is analytically lazy.
Thacker Pass is a mining project, so it is subject to those inherent risks. However, it is also a strategic,
government-backed project, which fundamentally alters its trajectory. Our 90% probability weighting
acknowledges the mining risks but asserts that the powerful alignment of interests between the U.S.
government, GM, and LAC makes a successful outcome far more likely than for a typical standalone project. The
market is clinging to the mining base rate; our variant view is to lean on the LPO precedent.

3. The Tension: Is the IRA-Driven Price Premium for U.S. Lithium Durable or Perishable?

The Case For (Durable): The bull case posits that the premium for IRA-compliant lithium is a long-term
structural feature of the market. The 7-10 year permitting and construction timeline for any new U.S. mine gives
Thacker Pass a substantial head start. This creates a multi-year window of scarcity, and even as other projects
eventually come online, a structural premium of ~$2,000/tonne will remain, reflecting the immense strategic
value of a secure, geopolitically stable domestic supply chain.

The Case Against (Perishable): The bear case argues the premium is a temporary windfall that will rapidly
compress. While Thacker Pass will enjoy a "quasi-monopolistic" position initially, the high prices will incentivize
a flood of new projects and alternative technologies. The premium will decay from a peak of ~$7,000/tonne to
near zero by the early 2030s as the domestic market becomes more competitive.

Our Resolution: We believe the premium is durable but will compress over time. The bear case correctly
identifies that scarcity premiums are not permanent, but the bull case correctly identifies the long lead times for
new supply. Our valuation model reflects this by assuming a decaying premium that settles at a long-term floor
of ~$2,000/tonne post-2032. This acknowledges the eventual rise of competition while still capturing the
durable strategic value of being a first-mover with a secure domestic asset, a nuance we believe the market is
missing.
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6. Catalysts

Our investment is not a static bet on value but a position geared towards specific, de-risking events that we believe

will force the market to re-rate the stock.

Final Investment Decision (FID) & First Draw on DOE Loan (Next 6-9 months): This is the single
most important catalyst. It will mark the transition from "conditional" to "committed" financing, removing the
largest perceived overhang on the stock and validating the full funding pathway for Phase 1.

Major Construction Milestones Achieved (Ongoing, 2026-2027): Tangible progress on site—such as
completion of earthworks, foundation pouring for the processing plant, and major equipment delivery—will
provide visible proof of execution, forcing the market to reduce its steep discount for operational risk.

Caucharí-Olaroz Reaching Nameplate Capacity (Next 9-12 months): Successful ramp-up of the
Argentine asset will demonstrate the management team's operational capability and provide a source of non-
dilutive corporate cash flow, strengthening the company's overall financial position.

Announcement of Final Equity Financing Terms (Next 6 months): The removal of the final piece of
the funding puzzle. If the required equity raise is in line with our ~$200M estimate, it will be far less dilutive
than the market fears, serving as a positive catalyst.

7. Risks & Kill Conditions

We recognize that this is a high-risk investment with a wide distribution of potential outcomes. We have identified

specific, verifiable conditions under which our thesis would be invalidated.

Major Execution Failure (Primary Risk): This is the most significant risk and a consensus concern among
our internal analysts. Delays and cost overruns are common in this industry, and Thacker Pass's novel process
adds a layer of complexity.

Kill Condition: We would exit the position if the company announces a revised schedule that pushes first production beyond mid-2028 (an >18-
month delay) OR if projected capital expenditures for Phase 1 exceed the current budget by more than 25% ($570M), requiring a highly dilutive
capital raise.

DOE Loan Revocation: While we view this as a low-probability event given the extensive diligence already
completed, a failure to meet a critical condition precedent could lead to the loan's termination.

Kill Condition: A formal public announcement from the DOE or LAC that the conditional loan commitment has been terminated. This would
trigger an immediate exit, as it would likely signal a catastrophic project flaw.

Sustained Lithium Price Collapse: The project's economics are dependent on a long-term lithium price well
above its all-in sustaining costs.

Kill Condition: If the LCE spot price falls and remains below $13,000/tonne for more than 12 consecutive months, it would call into question
the long-term incentive price, impair project economics, and trigger a re-evaluation and likely exit.

Repeal of IRA Domestic Content Rules: The strategic moat for Thacker Pass is a direct result  of U.S.
industrial policy. A sharp reversal of this policy would be devastating.

Kill Condition: A legislative repeal of the domestic sourcing requirements for EV tax credits under Section 30D of the IRA. This is the ultimate
thesis-killer.

8. Position Sizing Rationale

Given the catalyst-driven nature of the investment and the binary risk profile, we recommend a phased approach to

position sizing.

We will initiate a 2% position at the current market price of $6.44. This initial sizing reflects our high conviction

in the thesis and the compelling asymmetry, while respecting the significant, extant execution risk. It allows us to

participate in the upside from the current mispricing without overexposing the portfolio to a single-asset developer.

We will scale the position to a full  4% upon the announcement of the final closing of the DOE loan and the first

capital draw. This event represents the most significant de-risking milestone on the horizon. It confirms the project

is fully funded through Phase 1, validates its technical feasibility in the eyes of the government's top experts, and

shifts the primary risk from financing to pure execution. At that point, the probability of our base case scenario

increases substantially, justifying a larger position.

• 

• 

• 

• 

1. 

• 

2. 

• 

3. 

• 

4. 

• 

6



9. Bottom Line

We recommend a  LONG position in Lithium Americas Corp., initiating a  2% allocation at the current price of

$6.44. The market is offering an opportunity to own a foundational asset of the American battery supply chain at a

price that reflects the risks of a generic mining project, failing to account for the powerful de-risking effects of an

unprecedented public-private  partnership.  Our base case valuation of  $13.55 offers  more than 100% upside,  a

compellingly asymmetric reward for underwriting the remaining execution risk. We would scale our position to 4%

upon the final closing of the DOE loan. Our thesis would be invalidated, and we would exit the position, upon

evidence of a major execution failure, defined as a project delay exceeding 18 months or a capex overrun greater

than 25%.
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