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52 Wk. Lo/Hi Rainbow Rare Earths Ltd.

10.50 — 18.50 Core Investment Case

160 Rainbow Rare Earths Ltd (LSE: RBW; OTCPK: RBWRF) is a rare earths (REE)
140 explorer with projects in South Africa and Burundi. The flagship project,
o 'W\N\ Phalaborwa, in South Africa has an inferred resource of 38.3Mt at 0.43% TREO
o M/\" (total rare earths oxides). Phalaborwa is largely permitted and positioned in

an established mining town with existing power, rail access and availability of

skilled labour. Rainbow owns 90% of the Gakara asset in Burundi, which has
produced high-grade TREO concentrate of 52-56%, weighted towards NdPr

> (Neodymium and Praseodymium), which account for 19.5% of contained TREO
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and 85% of the value of the concentrate. There is additional project de-risking
via separated RE oxides production, a possible extraction patent and licensing
of extraction technology.

RBW (lighter line) AIM market vs price relative

Wednesday, 13 July 2022

Close Price 12.25 > REE overall recovery >65% (vs. usual industry rate >40% to <55%);

52 wk Range Low 10.50

52 wk Range High 18.50

MCAP (m) £64.24 > Phalaborwa: 5-10x grade higher than typical ionic clay REE deposits;

EV (m) £67.39

Index: Public XLON

Financial YE 30-Jun N L - .

Reporting Currency usb s Significant NdPr to leverage global transition to green technologies;

Listing Currency GBP

Business Activity

Mining / Rare Earths > Cash & CE £5.24m as of 1H22 (31 Dec 2021).

Key Metrics Note FX rate USD vs. GBP 0.8224 (Source. XE.com)

Gross debt (m) -£0.70

Cash (m) -£3.85

Net Debt (Cash) (m) £3.15

Net Operating Cash £5.89

Revenue (m) £0.11

Net Income (loss) (m) £0.00

Key Ratios

(Net Cash) / 4.90% GBP (m) MCAP EV  RoA%  RoE% nco  evered

Shareholder Equity % FCF
2022 64.24 59.82 -14.21% -28.41% -2.25 -3.70

Mining Sector Research

LSE Market Index

ACF Mining Team Multiples EV/ Revs P/S Fwd PE BV/ Share P/ B Current

+44 20 7419 7928

mining@acfequityresearch.com 2022 503.20 601.78 13.30 0.03 4.08 6.45
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Rainbow Rare Earths: A low-cost rare earths explorer than could sell direct to
western markets (avoiding Chinese beneficiation) is positioned to power the
green revolution through significant NdPr production potential, exceptional
overall recovery rates >65%, separated oxides delivery, leading to receipt of
~85% of published oxide prices, potential extraction technique licensing,
possible patentable extraction technology and rising demand driven by
growth in green technologies often requiring REEs.

World-class scalable projects — Phalaborwa in South Africa and Gakara in
Burundi. The flagship project Phalaborwa (inferred resource 38.3Mt at 0.43%
TREO, of which 29.1% comprises high value NdPr). Its PEA commenced in 2021
and its technical feasibility study in 2022. Phalaborwa is 5-10x higher grade
than the typical ionic clay style RE deposit. Unoptimized leaching shows 65-70%
recovery. RBW’s Gakara large mining permit covers 39 km2. Since 2017, trial
operations suggest high value RE concentrate (52-56% TREQ) heavily NdPr
weighted (19.5% of contained TREO and 85% of concentrate value).

Shift towards green technology supports demand prospects: Demand growth
drivers - accelerated electric vehicle sales (increases demand for NdPr oxide and
NdFeB magnets); green power generation (direct drive wind turbines); strategic
defence use; other industrial uses. RBW’s Phalaborwa project has NdPr content
of 29.1%, enhanced by Dysprosium (Dy) & Terbium (Tb).

Viable supply alternative to China: China currently accounts for 85% of the
refined RE global supply. (InvestmentMonitor, 2021). Phalaborwa represents a
key diversification opportunity for western users and its low capital and
operating expenditure will accelerate production. In addition, its low levels of
radioactive elements support RBW’s sustainable agenda to deliver an
environmentally responsible high-grade rare earth oxide.

Proven management team: CEO George Bennett founded MDM Engineering
(listed on LSE and sold to Amec Foster Wheeler for US$ 120m in 2014). At MDM,
he was responsible for building 22 process plants and 80 feasibility studies. As
an NED he successfully raised seed capital for OreCorp Ltd (ASX:ORR) in 2021.

Completion of PEA and technical feasibility study for the Phalaborwa; Higher
NdPr prices; Success of pilot study to extract REEs from phosphoric acid
production; Green tech magnet demand growth.
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Operational Strategy

Rainbow's strategy is to become a leader and significant low-cost global producer of
rare earth metals powering the green revolution. REEs are a highly sought-after
resource given their use in green technology and low carbon applications. Rainbow
will leverage strong demand for NdPr, Dy and Tb, by advancing its two key assets —
Phalaborwa and Gakara, most likely to supply western markets rather than the
Chinese market. We assess that RBW should turn out to be a relatively low-cost
producer compared to its peers.

Exhibit 1: Prices and end markets achievable vs. typical peers

Peers Product Approx. % of End-market possible
published oxide due to processing
price achievable supply chain constraints

Rainbow Rare Earths RE separated oxides 85% West/China
Peers RE mixed carbonate/oxides  55% China
Peers RE concentrate 30% China

Source: Company reports, Management discussion

RBW'’s operational strategy (to supply western markets) is achievable because it has
an asset and a processing technology (possibly patentable) jointly developed with K-
tech that beneficiates rare earths to separated oxides, a process normally conducted
in China. Because China dominates the purification process globally RBW’s peers can,
generally, only sell into the Chinese market.

Itis possible that for a period of time RBW may be insulated against REE price volatility.
RBW'’s competitive advantage allows it to deliver separated oxides to the West rather
than mixed carbonate/oxides and concentrates that generally only have a Chinese end
market. RBW may enjoy a neo-monopolistic supply position for a period of time.

According to management, RBW is unlike a typical extractives/basic resources project,
because it is not mining, crushing or milling, there is no flotation process, no necessity
for Uranium and Thorium removal, no re-agents and no cracking step required to take
the mineral concentrate to a separated oxides state. RBW already has a resource of
cracked chemical residue (Phosphogypsum stacks) to exploit.

Because RBW already has a cracked chemical resource, its opex and capex profiles are

also de-risked compared to many other miners and particularly compared to other REE
explorers and producers.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 30f9



EQUITY
RESEARCH

RBW has already secured an off-take agreement with the West’s Thyssenkrupp for
Gakara (Burundi). RBW is aiming to establish an off-take agreement for Phalaborwa
(South Africa), there are various opportunities available, according to management.

Phalaborwa: The Phalaborwa project has an inferred mineral resource estimate of
38.3Mt at 0.43% TREO. High value NdPr oxide represents 29.1% of the total contained
RE oxides, with Dy and Tb oxide enhancing the overall value of the RE basket. The
ongoing test work at the Phalaborwa project has yielded positive results and has
indicated strong recoveries and optimisation opportunities with potential for capex
and opex cost savings. RBW'’s PEA study is in progress.

Leaching results are often erratic with low recovery rates for REEs — Phalabrowa shows
unoptimized recovery of 65-70% and RBW has examined some low-level heating of
leaching solution to cut time and raise recovery rates.

High acid usage is also often an REE challenge — RBW has also successfully explored
pregnant leach recirculation to reduce acid use in combination with nano-filtration.
Typically, mixed rare earth carbonates have a relatively low resale value because
further processing is required by the buyer (for peers this buyer is China).

RBW'’s technical feasibility study is also underway. On 29 June RBW confirmed
development of a RE extraction flowsheet in partnership with K-Technologies Inc., USA
(K-Tech). The process will extract REEs from phosphogypsum stacks (a by-product of
fertilizer manufacture from phosphate rock) at Phalaborwa to deliver a Green Rare
Earth Project.

Gakara: This project is a high-grade deposit. Since 2017, trial mining and processing
have demonstrated amenability of the project to simple open pit mining and low-cost
gravity separation. As of June 2021, the Government of Burundi has placed the project
under care and maintenance. The primary concern is the price of the rare earth
mineral concentrate sold by Rainbow to Thyssenkrupp, under a long-term off-take
agreement. RBW continues to engage with the Government to resolve the issue and
allow trial mining to recommence as soon as possible.

Potential licensing of RBW/K-Tech process — RBW signed an MoU, June 2022, with a
major South African chemical company to complete a test to extract REE from a live
phosphoric acid stream. Stream samples indicated a grade of ~0.81% TREO, suggesting
grades 2x greater than those available from Phalaborwa, according to management.
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Management Team

» CEO, George Bennet.

George has ~25 years of experience in leading mining and energy
companies including Shanta Gold (LSE: SHG), and Karo Power Ltd
(private). George founded MDM Engineering Ltd in 2006, which he
successfully IPO’d on the LSE in 2008 (after a $10m raise) and later

sold to Amec Foster Wheeler for $120m. He also supported

A ‘ OreCorp Ltd. (ASX:ORR) by raising seed capital in 2021.

» CFO, Peter Gardner.

Peter is the CFO of Rainbow. Previously, he has held senior
executive positions in various mining companies including Finance
Director of Amara Mining plc, Chief Finance Officer for Piran
Resources, Chaarat Gold Holdings and Alexander Mining plc. He is
a qualified Chartered Accountant with experience in financial
management and corporate finance in the natural resources
sector.

» Technical Director, Dave Dodd.

Dave is Technical Director of Rainbow Rare Earths and has built
over 100 process plants and mines across Africa and in Mexico and
completed over 100 feasibility studies including two bankable
feasibility studies (BFS) in Rare Earth Oxides (Namibian Rare Earths
and Peak Rare Earths). Dave was a founder of the original MDM
Ferroman, which was the predecessor to MDM Engineering

founded by George Bennet, later sold to Amec for USS 120m. He

Has worked with many mineral deposit types including zinc, copper, cobalt and
phosphates.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 50f9
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Rainbow Rare Earths Ltd. Wednesday, 13 July 2022

Risks

Funding risk — In its FYE21 filing, Rainbow states that additional funding is required
for the continued development of its projects and capital requirements, this is
typically expected of smaller E&P companies. Funding is needed for on-site test work
at Phalaborwa, amongst other requirements. As a result, RBW may seek to raise
additional equity financing. If the company is unable to raise capital for its
development activities, it will adversely impact the timelines for its projects. Too
much new equity issuance at unfavourable valuations can lead to unacceptable levels
of dilution for investors.

Commodity price risk — Rainbow’s operations are dependent on the market price of
NdPr. Commodity prices are extremely volatile and a potential fall in prices could lead
to its projects becoming economically unviable. However, RBW may a have a neo-
monopolistic position for a period of time if it becomes the only significant REE direct
supplier to western markets.

Exploration risk - The current resource is 100% inferred with no defined mineral
resource estimate. It is uncertain that any further exploration will result in the
determination of any mineral resource. While the recent drilling results suggest
strong potential for resources, there is no guarantee.

Political risk — Rainbow Rare Earths is exposed to political risk, particularly in Burundi.
On 12 April 2021, the Government of Burundi suspended the export of concentrate
produced at Gakara. On 29 June 2021, the Government issued a mandated
suspension of all trial mining and exploration activity and the project remains on care
and maintenance to date.

Personnel risk - Small and mid-sized companies are more dependent on their C-
suite/executive management teams than large and mega-cap global companies. The
loss of key personnel can have a disproportionate impact on valuation and investor
perception compared to similar events at larger more mature (often ex-growth)
companies.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority.
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Notes [Intentionally Blank]

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 7 of 9
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INDEPENDENCE & DISTRIBUTION

ACF Equity Research Ltd is a provider of issuer-pays research with a clearly defined independent ethic. ACF produces
accurate, clear, focused research aimed at a professional investment audience. ACF has excellent distribution capabilities
and always aims to provide access without restriction to the widest professional audience. ACF offers a range of additional
services to support its clients.

DISCLAIMER

This communication is for informational purposes only. It is not intended as an offer or solicitation for the purchase or
sale of any financial instrument or as an official confirmation of any transaction. [The opinions expressed in this report
herein do not take into account individual investor circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this
report must make its own independent decisions regarding any securities or financial instruments mentioned herein.] ACF
Equity Research Ltd has based this document on information obtained from sources it believes to be reliable, but which it
has not independently verified. Neither ACF Equity Research Ltd. nor any of its directors, officers, employees or agents
shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research
report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from
the use of this research report. All market prices, data and other information are not warranted as to completeness or
accuracy and are subject to change without notice. [Past performance is not necessarily a guide to future performance
and no representation or warranty, express or implied, is made by ACF Equity Research Ltd. with respect to future
performance. Any recommendation or opinion contained in this research report may become outdated as a consequence
of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the
estimates and forecasts, assumptions and valuation methodology used herein.]

IMPORTANT DISCLOSURES FOR U.S. INVESTORS

This research report was prepared by ACF Equity Research Ltd., a company authorized to engage in securities activities in
the United Kingdom. ACF Equity Research Ltd. is not a registered broker-dealer in the United States and, therefore, is not
subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This
research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended. Any U.S. recipient of this
research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the
information provided in this research report should do so only through, a registered broker-dealer in the United States.
The analyst who prepared this research report is not registered or qualified with the Financial Industry Regulatory
Authority (“FINRA”) and may not be associated with a U.S. broker dealer and as such, would not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held
by a research analyst account.

[Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the
U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may
be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.]

LEGAL NOTICE

This report is for authorized use by the intended recipient(s) only. It may contain proprietary material, confidential
information and/or be subject to legal privilege. No part of the content of this research report may be copied, forwarded
or duplicated in any form or by any means without the prior consent of ACF Equity Research Ltd. and ACF Equity Research
Ltd. accepts no liability whatsoever for the actions of third parties in this respect.



IMPORTANT ADDITIONAL DISCLOSURES FOR U.K. INVESTORS

The information in this report has been prepared by ACF Equity Research Ltd (ACF). The research is published for
information purposes only. It is not intended as an offer or solicitation for the purchase or sale of any securities or any
financial instruments.

ACF has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified. All market prices, data and other information are not warranted as to completeness or accuracy
and are subject to change without notice. Any comments or statements made herein do not necessarily reflect those of
ACF Equity Research Limited. The material should not be regarded by recipients as a substitute for the exercise of their
own judgment. Past performance does not guarantee future performance.

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors,
the overall profitability of ACF which may, from time to time, solicit business from any of the companies referred to in this
report. The analyst(s) responsible for covering securities in this report may not hold a position in any or related securities
in this report in ACF’s sector universe on in any other sector in which ACF carries out research. The company does not
hold any position in the securities mentioned in this report.

This research report and its contents are intended for professional investors and not for retail investors. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of
the dissemination of the investment research. ACF Equity Research Limited is authorised and regulated by the Financial
Conduct Authority. However the contents of this research report are produced as if ACF Equity Research Limited is
unregulated and consequently this report does not contain investment recommendations or ratings.

ACF, its directors, employees and agents accept no liability whatsoever for any loss or damage of any kind arising out of
the use of all or part of these materials. The information in this report is provided with the understanding that ACF is not
acting in a fiduciary capacity. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer
shall in no way constitute a waiver or limitation of any rights a person may have under such laws and/or regulations.
Copyright © 2022 ACF Equity Research all rights reserved. Additional information is available upon request.

Copyright 2022 ACF Equity Research Ltd. All rights reserved.



