Navigating the Unpredictable:
The Conundrum of Rare Earths
Pricing and Market Valuations

written by Tracy Hughes | May 10, 2024

The realm of rare earth elements (REEs), critical to numerous
modern technologies from smartphones to electric vehicles, 1is
fraught with pricing unpredictability that significantly impacts
the valuation of companies involved in their extraction and
sale. Despite the critical role these elements play, the
mechanisms for pricing them remain shrouded in mystery,
introducing volatility and uncertainty into the financial
markets.

The Pricing Puzzle: A History of Challenges

In 2010, during the peak of the rare earth bubble, there was an
intense industry push, led by platforms like InvestorNews.com
and spearheaded by pioneers like the Critical Minerals Institute
(CMI) Co-Chairman Jack Lifton, to track and stabilize REE
prices. Yet, these efforts stumbled over the inherent
unreliability of the data. Lifton himself has expressed
significant reservations about the standard pricing mechanisms,
stating:

“Most of these services either report what other services are
telling them, perhaps in another language, or they are basing it
on the most recent contracts between suppliers and
manufacturers, predominantly in China. This makes the reported
prices highly subjective and unreliable.”

The Analyst’s Dilemma
This lack of transparent pricing feeds directly into the
challenges faced by market analysts. They are often forced to
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value rare earth companies based on speculative and volatile
price points that do not necessarily reflect the actual cost or
market value of the extracted elements. Lifton elaborates on the
dilemma:

“Rare earth pricing is a mystery wrapped in an enigma. We're
often dealing with figures that are more about negotiation and
the immediate needs of buyers and sellers than about any
consistent market logic.”

The resulting uncertainty makes it difficult for analysts,
especially those new to the field, to make accurate valuations
of rare earth companies. The risk of investment missteps 1is
consequently high, given the speculative nature of these
evaluations.

Market Misconceptions and Investor Implications

The rare earth sector’s unpredictability is exacerbated by its
small and highly specialized market dynamics, where pricing can
be influenced by geopolitical issues, supply chain disruptions,
and national policies, particularly in China, which controls a
significant portion of the global supply. This complexity often
leads to misconceptions among investors about the actual value
and potential of rare earth companies.

Towards a More Transparent Future

Recognizing the distinct nature of rare earth exploration as
opposed to traditional mining, there are calls within the
industry, notably by experts like Lifton, to treat it as much a
discussion about chemistry and technology as about resource
extraction. This approach could lead to more accurate financial
models and investment strategies.

Lifton advocates for:

“A more standardized and accessible pricing mechanism, which



would include better regulatory frameworks and the adoption of
advanced technology for real-time, verifiable data.”

Conclusion

As the demand for rare earths continues to grow, the need for a
stable and transparent pricing mechanism becomes increasingly
critical. For market participants, understanding the intricate
details of this sector and pushing for reforms in pricing
transparency are essential steps toward mitigating investment
risks and fostering a more predictable market environment. With
seasoned experts like Jack Lifton and the CMI leading the charge
for change, there 1is hope for a more stable and less enigmatic
future in the rare earth market.



