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This paper is designed to provide information on Iluka’s range of zircon products, including end use sectors,
sales mix and pricing outcomes.
Iluka produces 18 different zircon products and supplies over 100 customers in six different regions. The
zircon product range includes different qualities of zircon as well as zircon specifications to target specific
intermediate and end market sectors. This is consistent with Iluka’s approach to utilise its well-developed
logistics and distribution capability to efficiently deliver “fit for purpose” products to a wide range of customers
around the world.
ILUKA’S ZIRCON PRODUCT RANGE
The main categories of zircon products are as follows:


Premium – typically used for ceramics manufacturing (for example tiles, sanitary wear) but also for hightolerance casting/foundry applications and additive manufacturing.



Universal and standard grade products – used for a range of applications, including digital printing, lower
quality ceramics, zirconium chemicals, casting, foundry and other applications.



Zircon in concentrate –this typically residual non-magnetic material accumulated over time from Iluka
operations that has been difficult or uneconomic to fully recover. Iluka monetises this product by selling
directly to processors that market the product or by having the material toll-treated through off-shore
facilities and then Iluka selling the product.

In addition, Iluka has recently begun selling proprietary products developed for niche end-user applications –
this emerging product category is not included in the following analysis due to its recent market launch. Details
of these categories of products are shown in the Appendix along with some of the end use applications.
The composition of sales can vary over time, influenced by various factors including:


market conditions: in some markets, depending on the health of end sectors, customers can elect to
reduce the quality of their input (with implications for output quality) and as such purchase lower priced
inputs and/or lower volumes in general;



new product development, for example, Iluka has sought to develop a wider range of products to broaden
its product reach. Recently this has included the development of an “anti-veining” zircon suitable for the
precision casting market;

1



competitive factors or product availability, for example, as Iluka has indicated, limited availability of its high
quality Virginia zircon following idling of operations, combined with competitive pricing from some new
entrants in this market, has resulted in the company forfeiting some market share; and



monetisation decisions as in the case of non-magnetic residual material streams.

The following charts show the composition of Iluka’s zircon sales in 2011 and 2015, to reflect varying demand
by end sectors.
2011 Zircon Sales by Product
Total zircon sales = 214 thousand tonnes

2015 Zircon Sales by Product
Total zircon sales = 346 thousand tonnes
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In 2015, Standard includes Iluka’s Universal Grade product developed in 2013 for frit and digital printing
applications. Actual volumes over the last four year by category are shown in the table below, with 2011
volumes influenced by high cycle end demand conditions and recent years by lower demand conditions.
2011 - 2015 Iluka Zircon Sales Volumes
Annual Volume (kt)

2011

2012

2013

2014

2015

515

214

370

352

346

Zircon premium

454

170

300

252

208

Zircon standard

26

10

41

68

93

Zircon concentrate and tailings material

34

36

28

32

44

Zircon Total – All Products

Note totals may not add due to rounding

Iluka does not provide forecasts of sales or sales mix, but the company’s budget settings for 2016 suggest the
following indicative trend for this year:


reduction in premium as a proportion of the total to closer to 50 per cent; and



a higher per-centage of concentrate in the total, as the company takes advantage of market opportunities
to commercialise this material over 2015 and 2016.

ZIRCON REFERENCE PRICING FRAMEWORK
Iluka introduced a Zircon Reference Price framework from early 2015. The Reference Price is the benchmark
against which all Iluka zircon products are priced and is based on the most commonly sold tonnage
combination (Eucla Basin premium zircon, 2 tonne bags, DAT China warehouse). Iluka then differentiates to
provide a ‘net’ price for customers based on product quality, location, method of delivery and other factors.
Select customers also enjoy access to “Iluka Rewards” which is a loyalty programme that recognises their
commitment and buying behaviour.
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Because the reference price is based on Iluka’s premium zircon, non-premium products can and are typically
priced lower, dependent on product characteristics. In addition, approximately 60 per cent of zircon sales are
to customers participating in Iluka Rewards which results in an adjustment to the net price.
As such, Iluka’s weighted average received price will vary from the reference price based on mix, commercial
terms and participation with Iluka Rewards.
For example, Iluka’s 2015 weighted average Zircon Reference Price was US$1,105/tonne (delivered ex China
warehouse). In comparison, Iluka advised a weighted average received price for zircon premium and standard
products of US$986/tonne for 2015. On 7 April 2016, Iluka announced approximately a 10 per cent reduction
in its Zircon Reference Price to US$950/tonne, indicating a first quarter Reference Price of ~U$1,050/tonne.
Iluka reviews and can adjust the Zircon Reference Price on a quarterly basis. From Iluka’s perspective, the
approach provides:


improved transparency of pricing for customers;



ability for customers to pass-on price decreases/increases downstream; and



assistance in price predictability over time across regions and varying product categories.

Historical pricing is provided below.
2011 – 2015 Iluka Weighted Average Prices
Iluka Price US$/tonne FOB
Zircon – premium and standard

2011

2012

2013

2014

2015

1,886

2,080

1,150

1,033

986

Premium and standard zircon prices are not given separately for commercial reasons. However, over the last
four years the differential has averaged between 10 - 15 per cent.
Zircon in concentrate receives a lower price, however this does not necessarily reflect a lower margin on
sales. In the case of these products, they often have a lower carrying value and, as such, contribute positive
margin and free cash flow even though it may have the effect of lowering, albeit slightly given the lower
volume of these sales, the weighted average received price.
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Appendix Iluka’s Main Zircon Categories and End Use Markets
Iluka’s main categories of zircon products are as follows:
Premium
66.0% ZrO2 min; very low TiO2 & Fe2O3 impurities

High end applications in ceramics,
refractory, casting.

Source: Jacinth-Ambrosia, Murray Basin, Virginia

Use in ceramics provides opacificier intensity and high DE
(Delta to Eneabba – the benchmark for “whiteness”).

Universal and Standard Grade
66.0% and 65.0% ZrO2 min respectively, impurities vary;

Universal developed in 2013 for frit production and digital
printing.

Source: Jacinth-Ambrosia and Murray Basin operations

Standard is preferred feedstock of some zirconium
oxychloride (ZOC) producers and can be used in foundry
and some ceramic applications.

Zircon in Concentrate
25-50% zircon range (Iluka reports volume as zircon sand
equivalent)

Majority of Iluka zircon in concentrate product is from nonrecoverable non-magnetic processing streams. This
material is toll processed overseas under an arrangement
which is financially more efficient than if Iluka attempted to
re-process this residual stream (final products sold by
Iluka) and also sold directly to end users with upgrading
capacity.

Source: Western Australia, Virginia

REFRACTORY
APPLICATIONS

FUSED ZIRCONIA

ZIRCONIUM CHEMICALS

 Steel
 Oil and gas making
industrial applications



Highly diversified end uses:

Industrial abrasives,
auto brake pads, fine
polishing, ceramic
pigments, paint
coatings.






fused zirconia,

Paper coatings, paint
dryers, auto catalysts,
fire retardant,
Antiperspirants,
cosmetics, artificial teeth
Nuclear fuel tubing

For additional information, please refer to:

Iluka Resources Business Briefing - Marketing, Technology and Development Sydney, 22 May 2015
Iluka Briefing Paper, Marketing and Market Development, May 2015
For clarification, please contact:
Dr Robert Porter, General Manager, Investor Relations
Phone: +61 3 9225 5008
Mobile: + 61 (0) 407 391 829
Email: robert.porter@iluka.com
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Disclaimer
This briefing paper contains information that is based on projected and/or estimated expectations, assumptions and outcomes.
These forward-looking statements are subject to a range of risk factors associated, but not exclusive, with potential ch anges in:

-

exchange rate assumptions
product pricing assumptions
mine plans and/or resources
equipment life or capability
current or new technical challenges
market conditions
management decisions

Iluka makes no representation that any or all of the production options referred to in this briefing paper will occur nor that the indicative
cash and capital costs will apply, being subject as indicated to further evaluation and ultimate investment decisi on making. While Iluka has
prepared this information based on its current knowledge and understanding and in good faith, there are risks and uncertainti es involved
which could cause results to differ from projections. Iluka shall not be liable for the corr ectness and/or accuracy of the information nor any
differences between the information provided and actual outcomes, and furthermore reserves the right to change its projections from time
to time. Except for statutory liability which cannot be excluded, Iluka, its officers, employees and advisers expressly disclaim any
responsibility for the accuracy or completeness of the material contained in this presentation and exclude all liability what soever (including
in negligence) for any loss or damage which may be suffered by any person as a consequence of any information in this presentation or
any error or omission there from.
Iluka accepts no responsibility to update any person regarding any inaccuracy, omission or change in information in this pres entation or
any other information made available to a person nor any obligation to furnish the person with any further information.
All currency referred to is Australian denominated unless otherwise indicated.
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